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10.30  O'clock  A.  M. 

(Met  pursuant  to  adjournment.) 

Senator  Armstrong  in  the  Chair. 

MR.  HUGHES :     Is  there  a  representative  here  of  the  Citizens 
Central  National  Bank? 

THE  CHAIRMAN:    Whom  do  you  want,  Mr.  Hughes? 

MR.  HUGHES:     Henry  Dempsey,   Cashier  of  the  Citizens 
Central  National  Bank. 

THE  CHAIRMAN:     Mr.  Henry  Dempsey. 

MR.  HUGHES :     Well,  I  will  call  Mr.  Buckner. 

THOMAS  A.  BUCKNER,  recalled,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  Buckner,  I  was  asking  you  yesterday  with  regard  to 
the  Nylic  system  for  compensation  to  agents  or  benefits  to  agents 
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in  the  New  York  Life  Insurance  Company.  There  was  a  book 
produced  bearing  the  imprint  of  January,  1899,  headed  "Nylic." 
As  a  matter  of  fact,  this  system  was  instituted  when  ?  A.  I  think 
January  i,  1896. 

Q.  And  the  book  that  I  now  show  you  was  the  first  book  rela- 
tive to  that  system?  A.  Yes;  this  book  is  dated  November,  1895, 
and  I  take  it  to  be  the  first. 

MR.  HUGHES :     We  will  mark  that  for  identification. 

Marked  Exhibit  No.  143,  for  identification. 

Q.  Will  you  state  briefly  what  the  scheme  of  the  Nylic  is,  con- 
fining yourself  in  the  first  place  to  the  Nylic  indicated  in  this 
book  having  reference  to  producing  agents,  that  is,  agents  who 
produced  business?  A.  Yes,  sir.  The  Nylic  is  a  body  of  men 
drawn  from  the  ranks  of  those  who  create  the  business  in  the 
New  York  Life  Insurance  Company.  It  has  been  established 
in  order  to  give  permanency  and  character  to  the  work  of  the 
soliciting  agents.  We  believe  that  it  aids  us  in  securing  and 
holding  good  men. 

Q.  Well,  without  telling  us  what  you  think  of  its  benefits, 
please  tell  me  first  what  it  is?  A.  It  is  a  system  of  compensating 
agents,  used  in  lieu  of  renewed  commissions. 

Q.  This  system  which  is  simply  Nylic  as  opposed  to  Nylic 
for  agency  directors  consists  of  how  many  parts  or  degrees? 
A.  It  is  divided  into  five  classes,  the  first  class  consists  of  Fresh- 
men Nylics;  the  second  of  first  degree  Nylics,  the  third  of  second 
degree  Nylics,  the  fourth  of  third  degree  Nylics  and  the  fifth 
and  last  class  to  senior  Nylics. 

Q.  When  this  was  institued  in  1896,  who  were  admitted  as 
Freshmen  Nylics?  A.  Every  agent  is  admitted  as  a  Freshman 
Nylic  who  has  written  a  contract  with  the  company  and  de- 
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votes  or  agrees  to  devote  his  entire  time  to  the  company.  There 
are  some  exceptions  made  in  favor  of  hard-times  men,  who  are 
allowed  to  qualify  in  Nylic  but  not  to  become  drawing  Nylics 
until  they  give  their  entire  time. 

Q.  In  order  that  there' may  be  no  confusion,  let  us  look  first 
at  the  system  as  it  was  at  first  instituted.    A.  Yes. 

Q.  And  then  at  the  modifications  that  have  been  made?  A.  I 
haven't  got  the  1905. 

Q.  Under  the  system  as  it  was  first  instituted  in  1896  the  period 
of  service  required  of  Freshmen  Nylics  was  five  years?  A.  Yes, 
sir. 

Q.  And  during  that  period  each  Nylic  was  to  annually  produce 
no  less  than  $25,000  of  new  insurance  on  other  lives  than  his 
own?     A.  Personally. 

Q.  And  in  the  regular  course  of  business  pay  one  annual 
premium  thereon  and  give  his  entire  time  to  the  business  of  life 
insurance  in  the  service  of  the  New  York  Life  Insurance  Com- 
pany? A.  Yes;  except  as  I  stated,  there  were  exceptions  in 
favor  of  hard-times  men. 

Q.  Yes,  exceptions  in  favor  of  what  you  call  occasional  pro- 
ducers?    A.  Yes,  sir. 

Q.  Now,  during  that  period  of  the  first  five  years  of  service 
required  of  Freshmen  Nylics,  did  the  Freshman  Nylic  get  any 
compensation?    A.  No,  sir. 

Q.  He  simply  was  qualifying  for  higher  degrees?  A.  For  a 
higher  degree  in  the  original  Nylics. 

Q.  And  if  during  that  period  at  any  time  he  failed  to  get 
$25,000  insurance  in  the  manner  specified  he  would .  A.  For- 
feit all  rights  and  commence  over  again. 

Q.  Commence  all  over  again,  so  he  would  have  to  have  five 
years  of  continuous  performance  at  that  rate  in  order  to  qualify 
as  a  Nylic  of  the  first  degree?    A.  That  is  correct. 

Q.  Now,  a  Nylic  of  the  first  degree,  under  the  original  system, 
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was  to  receive  a  sum  of  money  equal  to  50  cents  for  each  thou- 
sand of  new  business  written  and  placed  under  the  conditions, 
provided  for,  during  that  year  of  service  as  a  Freshman  Nylic, 
in  which  his  production  was  smallest?     A.  Yes,  sir. 

Q.  That  is,  he  got  50  cents  a  thousand?    A.  Per  month. 

Q.  Per  month  for  the  business  or  for  the  amount  of  business 
which  was  written  in  the  year  that  he  was  a  Freshman  Nylic, 
of  the  smallest  production?    A.    That  is  correct. 

Q.  And  the  Nylic  of  the  first  degree  was  entitled  to  that  com- 
pensation for  a  period  of  five  years,  that  is,  six  dollars  a  year 
per  thousand A.  I  beg  pardon. 

Q.  Six  dollars  per  year  per  thousand.  A.  Fifty  cents  a  month ; 
yes,  sir. 

Q.  The  same  thing.  Six  dollars  per  year  per  thousand  on  the 
basis  of  the  smallest  production  during  the  period  that  he  was  a 
Freshman  Nylic?     A.  Yes,  sir. 

Q.  Now,  if  he  continued  through  those  years  he  must  in  each 
year  continue  to  give  his  entire  time  to  the  company,  and  under 
the  original  plan  produce  $25,000  of  insurance  per  year?  A.  Yes, 
sir. 

Q.  And  if  he  did  that  he  would  become  a  Nylic  of  the  second 
degree  at  the  end  of  ten  years  ?     A.  Ten  years ;  yes,  sir. 

Q.  If  he  failed  to  get  the  $25,000  a  year  when  he  was  a  first 
degree  Nylic  then  he  would  lose  everything,  would  he  not?  A. 
Yes,  sir. 

Q.  And  have  to  start  back  and  begin  to  qualify  again  as  a 
Freshman  Nylic?  A.  As  a  Freshman,  yes,  sir;  with  certain 
exceptions. 

Q.  For  the  first  term  of  five  years?  A.  With  some  excep- 
tions, I  think,  as  to  sickness. 

Q.  Now,  at  the  end  of  the  first  ten  years,  assuming  that  he 
has  produced  the  $25,000  of  insurance,  he  becomes  a  Nylic  of 
the  second  degree  ?    A.  Yes,  sir. 
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Q.  And  the  period  of  such  Nylicism,  if  I  may  use  the  word, 
is  five  years?    A.  Yes,  sir. 

Q.  And  during  the  five  years  he  is  to  receive,  or  was  on  the 
original  basis,  a  dollar  a  thousand  a  month  or  twelve  dollars 
a  year  on  each  thousand  of  new  insurance  secured  by  him  dur- 
ing his  year  of  smallest  production,  while  a  Nylic  of  the  first 
degree?    A.  Yes,  sir. 

Q.  But  he  must  continue  to  give  his  entire  time  and  must 
write  on  a  minimum  $25,000  a  year?     A.  Yes,  sir. 

O.  In  other  words,  it  is  twelve  dollars  a  thousand  a  year  on 
the  amount  of  insurance — the  smallest  amount  of  insurance 
written  in  any  year  while  he  was  a  Nylic  of  the  first  degree? 
A.  It  is  one  dollar  a  month;  that  is  the  equivalent,  but  it  is 
by  the  month. 

Q.  Twelve  dollars  a  year?  A.  Yes,  sir,  but  it  is  by  the 
month. 

Q.  Twelve  dollars  a  year?    A.  But  the  basis  is  by  the  month. 
Q.  Now,   if   he   produced   the   insurance   and   continued   with 
the  company,  at  the  end  of  the  third  five  years  he  becomes  a 
Nylic  of  the  third  degree?     A.  That  is  correct. 
Q.  And  that  degree  lasts  for  five  years?    A.  Yes. 
Q.  I  am  referring  still  to  the  original  system.     He  is  to  re- 
ceive monthly   a   sum   of  money    equal    to    a    dollar    a    thou- 
sand per  month  on  each  thousand  of  new  insurance  secured  by 
him  in  the  year  of  smallest  production  while  he  was  a  Nylic 
of  the  second  degree?    A.  Correct. 

Q.  Provided  he  produces  $25,000  a  year  of  new  insurance 
and  continues  to  give  his  services  to  the  New  York  Life?  A. 
Yes. 

Q.  Then,  after  the  expiration  of  that  period  of  five  years, 
which  means  that  he  shall  have  been  twenty  years  in  the  ser- 
vice of  the  company,  producing  not  less  than  $25,000  a  year, 
he  will  become  a  Senior  Nylic?     A.  Yes. 
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Q.  And  a  Senior  Nylic  is  to  get.  as  long  as  he  lives  a  monthly 
payment  equal  to  seventy-five  cents  a  thousand  on  an  amount 
of  business  equal  to  the  average  between  the  smallest  year  in 
each  five  year  period  covering  the  twenty  years  of  service  ?  A. 
Yes,  sir. 

Q.  That  I  have  quoted  from  the  book?  A.  Yes,  sir;  that 
is  correct. 

Q.  That,  however,  is  not  based  on  any  condition  that  he 
shall  remain  in  the  service  of  the  company,  but  solely  on  the 
condition  that  he  shall  not  enter  the  service  of  any  other  life 
life  insurance  company?  A.  And  that  he  shall  give  whatever 
business  he  does  write  to  the  New  York  Life. 

Q.  Yes,  but  after  the  twenty  years  and  the  passage  through 
the  Freshman  period  and  the  three  degrees  he  can  quit  work 
if  he  wants  to,  provided  he  does  not  write  for  any  other  com- 
pany? A.  Of  course,  we  assume  that  a  man  who  has  worked 
twenty  years  for  the  company  and  become  an  expert  in- 
surance man  will  not  want  to  lay  down  his  work  unless  he  is 
too  old  to  work  or  sick. 

Q.  Yes,  but  we  are  speaking  of  his  rights  in  the  matter.  A. 
Yes,  sir. 

Q.  Now,  at  the  time  this  system  was  put  into  effect  there 
was,  of  course,  a  large  number  of  agents  in  the  company's  ser- 
vice, and  a  system  was  devised  by  which  they  should  receive 
credit  for  half  the  length  of  their  actual  past  service  in  the 
company?    A.  Yes,  sir. 

Q.  It  was  provided,  for  example,  that  all  regular  agents  in 
the  company's  service  who  should  receive  credit  for  less  than 

five  years'  service,  should  be  placed A.  At  that  point  the 

Freshman 


Q.  At  that  point  within  the  five  years'  service  required  of 
Freshmen  Nylics  as  would  be  involved  by  the  operation  of  the 
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rule  in  which  they  got  credit  for  half  the  length  of  time?  A. 
Yes,  sir. 

Q.  Now,  when  such  agent,  getting  credit  in  that  way,  became 
a  Nylic  of  the  first  degree,  it  was  provided  that  the  company 
would  strike  an  average  between  the  year  of  his  smallest  pro- 
duction during  the  period  of  his  entire  service  prior  to  his  be- 
coming a  Freshman  Nylic  and  the  amount  of  his  production  in 
the  year  of  the  completion  of  his  period  of  service  as  a  Fresh- 
man Nylic  in  which  his  production  should  be  smallest.  A.  Yes, 
sir. 

Q.  Then  there  were  men  in  your  employ  at  that  time  who 
had  been  in  the  company's  service  for  more  than  five  years  ?  A. 
Yes. 

Q.  And  they  were  introduced  at  once  into  the  grade  of 
Nylics  of  the  first  degree,  were  they  not?  A.  Or  second,  as 
the  case  may  be. 

Q.  Or  second?    A.  Yes. 

Q.  Or  third?  A.  According  to  what  they  were  entitled  to, 
by  giving  them  credit  for  one-half  of  their  actual  service. 

Q.  So  that,  to  give  an  illustration,  we  have  the  case  of  Mr. 
Richard  Roe,  who  on  January  i,  1897,  had  served  for  such  a 
time  that  under  the  rules  stated  he  was  entitled  to  credit  for 
six  years?    A.  Yes. 

Q.  He  would  become  at  once  a  Nylic  of  the  first  degree?  A, 
Yes. 

Q.  During  the  six  years  for  which  he  thus  had  credit,  the  year 
of  smallest  production  was,  we  will  say,  1889,  in  which  he  wrote 
$60,000?    A.  Yes. 

Q.  But  in  the  year  1888  he  wrote  $100,000  and  in  the  year  1890 
he  wrote  $80,000,  so  that  the  company  would  take  an  average  be- 
tween 1888  and  1889,  and  g'ive  him,  as  the  basis  of  his  monthly 
payment  as  a  Nylic  of  the  first  degree,  $80,000  ?  A.  As  the  basis, 
yes. 
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Q.  Yes,  as  the  basis.    A.  Yes. 

Q.  That  is  the  practical  construction  of  the  rule  that  has  been 
referred  to  ?    A.  Yes,  sir,  as  an  illustration  of  the  rule. 

Q.  Now,  getting  credit  for  six  years,  which  implies  a  12  year 
period  of  service,  he  would  be  introduced  as  a  Nylic  of  the  first 
degree,  with  one  year  already  to  his  credit?    A.  Yes. 

Q.  And  he  would  remain  four  years,  from  1886  to  1889,  as  a 
Nylic  of  the  first  degree,  and  during  those  four  years  he  would 
get  an  agreed  monthly  payment  upon  the  basis  of  $80,000,  which 
was  the  average  between  the  year  of  smallest  production  during 
his  qualifying  period  and  the  year  of  largest  production  ?    A.  Yes. 

Q.  Now  the  same  thing,  with  the  facts  and  figures  changed  to 
meet  the  case,  would  occur  when  a  man  had  been  in  the  service 
of  the  company  say  for  16  years,  or  say  for  20  years?    A.  Yes. 

Q.  And  was  entitled  to  be  introduced  as  a  Nylic  of  the  third 
degree?  A.  Yes.  We  did  what  we  thought  was  fair  to  the  old 
men. 

Q.  And  similarly,  a  man  introduced  into  the  order  of  Senior 

Nylics  who  had  been  with  you A.  I  don't  think  anyone 

received  credit  enough  to  become  at  once  a  Senior  Nylic. 

Q.  The  fact  that  he  got  credit  for  only  half  his  time  would 
rather  prevent  that?  A.  Yes.  We  have  now  altogether,  I  think, 
only  three  Senior  Nylics  at  the  present  date. 

Q.  Now,  these  men  who  were  already  agents  of  the  company 
when  this  was  introduced  in  1896,  that  is  those  of  them  who  be- 
came Nylics  of  the  first  and  second  and  third  degrees,  received 
these  monthly  payments  per  thousand  upon  insurance  which  had 
been  written  by  them  prior  to  1896?    A.  Yes,  sir. 

Q.  Insurance  for  the  writing  of  which  they  already  had  been 
fully  paid  under  their  contracts?  A.  Yes,  this  was  given  to 
them  as  a  reward  for  faithful  service,  by  the  company. 

Q.  It  was  in  the  truest  sense  a  bonus,  because  they  had  already 
been  paid  for  all  that  they  had  done  ?    A.  Yes,  sir. 
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Q.  In  the  years  to  which  this  reference  was  made?  A.  Yes, 
our  old  agents  felt  that  they  should  be  given  full  credit  for  the 
time  they  had  been  in  the  company,  just  the  same  as  new  men 
the  company  acquired,  and  the  company  gave  them  one-half  credit 
for  the  time  of  service. 

Q.  Do  you  know  how  much  money  the  New  York  Life  Insur- 
ance Company  paid  out  under  that  system  to  your  agents  on 
account  of  business  which  had  already  been  paid  for  before  this 
system  went  into  effect?    A.  No,  sir,  I  do  not. 

Q.  Can  you  supply  these  figures  ?  A.  I  think  so — it  would  be  a 
very  great  undertaking  because  each  account  would  have  to  be 
looked  over  individually,  but  I  do  not  think  it  is  a  large  amount, 
relatively  a  small  sum. 

Q.  How  many  agents  did  you  have  working  for  you  12  years? 
A.  Of  course,  a  great  many  of  these  agents  really  will  receive  less 
in  Nylics  because  of  taking  credit  for  old  service,  than  they  would 
if  they  had  commenced  new. 

Q.  They  did  not  have  to  surrender  their  contracts  to  take  Nylic  ? 
A.  No,  but  they  had  to  go  on  a  different  basis. 

Q.  Nylic,  as  I  understand  it,  is  optional?  A.  Well,  no,  Nylic 
is  general. 

Q.  Nylic  is  in  addition  to  the  regular  agency  compensation  as 
to  which  testimony  was  given  yesterday?    A.  Yes. 

Q.  In  other  words,  the  right  on  the  first  year's  premium,  rang- 
ing from  40  to  60  per  cent,  which  you  explained  yesterday,  vary- 
ing according  to  the  amount  and  character  of  the  insurance  and 
the  additional  payments  made  in  subsequent  years  on  renewal 
premiums — — .    A.  When  renewal  premiums  are  received 

Q.  Yes,  those  are  entirely  apart  from  the  Nylic  payments  to 
which  reference  has  been  made  this  morning?  A.  Yes,  but  I 
don't  think  you  get  the  great  point  that  these  old  men,  a  great 
many  of  them,  will  receive  and  have  received  up  to  date  less 
through  Nylics  because  of  the  credit  that  we  gave  them  for  their 


983 


Testimony  of  Thomas  A.  Buckner 

service  prior  to  the  introduction  of  Nylic  than  they  would  have 
received  if  they  had  started  fresh.  They  were  handicapped  by 
virtue  of  taking  their  old  record,  which  were  lower  than  they  had 
received  since,  or  would  have  been  under  the  old  system. 

Q.  What  you  mean  is  that  they  will  receive  less  from  Nylic 
as  members  of  Nylic  by  reason  of  the  credit  given  to  them  on 
account  of  their  past  service  before  Nylic  was  instituted? 
A.  Yes. 

Q.  Then  they  would  have  received  from  Nylic,  had  they  joined 
Nylic  in  the  first  instance,  and  not  received  the  limited  term  of 
service?  A.  No,  sir,  had  they  joined  Nylic  when  Nylic  was  in- 
troduced, as  new  members. 

Q.  Yes,  as  new  members.    A.  Yes,  sir. 

Q.  But  whatever  they  got  as  members  of  Nylic,  and  however  it 
may  compare  with  what  they  would  have  had  had  they  joined 
Nylic  as  new  members,  they  got  it  in  addition  to  what  had  been 
paid  them  under  their  contracts  for  writing  the  insurance  in  the 
past  years?    A.  Yes. 

Q.  Now,  not  only  in  this  way  would  men  be  introduced  to  the 
first,  second  and  third  degress  as  their  terms  of  service  would 
permit,  but  men  would  be  given  credit  for  periods  of  service 
to  aid  them  in  qualifying  them  for  the  first  degree  ?    A.  Yes,  sir. 

Q.  For  example,  a  man  who  had  been  in  the  service  of  the 
company  for  eight  years  prior  to  January  i,  1896,  would  get 
credit  for  four  years  as  against  the  prescribed  term  of  five 
years  that  he  had  to  serve  as  a  Freshman  Nylic?    A.  Yes. 

Q.  And  then  when  he  became,  after  one  more  year  of 
service,  a  Nylic  of  the  first  degree  he  would  get  compensation 
on  the  year  of  smallest  production  for  the  entire  period  of  nine 
years,  that  is,  eight  years  which  were  used  to  supply  him  for 
qualification  and  the  additional  year  to  finish  his  term  of  fresh- 
man service?  A.  I  think  it  was  on  the  average  between  the 
smallest  year  in  the  eight  years  and  the  one  additional  year. 
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Q.  That  is  right,  on  the  basis  of  the  average  ?    A.  Yes. 

Q.  So  that  in  this  way  he  would  be  quickly  introduced  or 
within  a  year  introduced  into  the  first  degree  and  then  would 
be  allowed  an  additional  compensation  to  that  which  he  had 
received  under  his  contracts  lor  insurance  which  had  been 
written  before  Nylic  went  into  force?  A.  Yes,  A  great  deal 
of  consideration  was  given  to  that  subject,  Mr.  Hughes,  at  the 
time,  and  we  believed  that  these  old  men  would  render  great 
service  to  the  company  in  connection  with  the  development  of 
new  men  and  securing  new  men,  and  that  was  one  of  the  con- 
siderations which  led  the  company  to  extend  credit  for  one- 
half  of  their  time  to  men  who  were  with  us  prior  to  1896.  I 
would  like  to  say  right  here,  if  you  do  not  object,  Mr.  Hughes, 
that  the  total  cost  of  Nylic  to  date,  which  we  consider  in  effect 
a  renewal  commission,  is  less  than,  and  has  been  less,  and  is 
now  less,  than  one  per  cent,  of  the  renewal  premiums. 

Q.  I  would  be  very  glad  to  have  the  figures  on  those  mat- 
ters produced.     A.  Yes. 

Q.  But  now  we  will  get  the  system,  we  will  see  what  in  prac- 
tice it  means  as  an  expense  to  the  company  or  as  a  benefit, 
as  you  have  explained  in  holding  your  agents  together  and 
maintaining  the  solidarity  of  the  agency  system?  A.  Yes.  I 
hope  at  the  proper  time  you  will  give  us  permission  to  state 
the  benefit. 

Q.  Yes,  I  want  you  to  have  an  opportunity  to  state  them 
very  fully.  A.  Yes,  because  we  believe  it  to  be  a  better  system 
and  a  very  much  cheaper  system  to  the  policyholders  than  the 
renewal  of  premiums. 

Q.  I  want  to  get  at  what  the  system  is  now,  and  you  can 
then  state  what  you  think  are  the  benefits  derived  from  it,  and 
we  can  then  find  out  just  what  is  the  cost  and  how  that  cost 
should  be  applied.     A.  Yes. 

Q.  The  company  in  making  the  arrangement  for  Nylic  pay- 
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ment  laid  down  certain  rules  that  the  termination  of  an  agent's 
contract  terminated  all  his  right  in  Nylic  ?    A.  Yes. 

Q.  Absolutely?  A.  Yes,  sir,  except  in  case  of  death.  Ter- 
mination in  case  of  death  is  provided  for  two  or  three  months, 
I  think,  or  six  payments  are  allowed  in  Nylic,  payments  in 
the  event  of  death. 

Q.  That  was  by  the  second  rule,  was  it  not?  A.  I  think 
originally  perhaps  not. 

Q.  Yes,  I  guess  it  is.  That  is  the  rule  seven  to  which  we 
will  come  in  a  minute.  It  was  also  provided  that  business 
written  by  the  collection  of  a  quarterly  or  semi-annual  pre- 
mium would  ultimately  be  counted,  provided  sufiScient  subse- 
quent premiums  thereon  were  collected  to  cover  one  year's 
insurance,  but  any  business  which  lapsed  before  that  had  been 
done  should  not  be  considered?    A.  Yes. 

Q.  It  was  further  provided  that  any  Nylic  who  took  excep- 
tion to  the  ruling  of  the  Agency  Department  on  any  question 
which  seemed  to  affect  his  interest  as  a  Nylic  should  have  the 
right  to  appeal  to  the  president  of  the  company  and  that  the 
president's  decision  should  be  final?    A.  That  is  true. 

Q.  Also  that  the  company  for  a  period  of  six  months  would 
pay  to  the  estate  of  any  Nylic  in  good  and  regular  standing 
in  the  first,  second  or  third  degree  or  to  the  estate  of  any 
Senior  Nylic  upon  his  decease  whatever  monthly  income  on 
account  of  Nylic  the  deceased  was  enjoying  at  the  time  of  his 
death.    A.  For  six  months. 

Q.  Yes,  for  six  months.    A.  Yes,  sir. 

Q.  Paid  to  his  estate?  A.  Yes,  sir.  Right  there  is  one  of 
the  very  great  advantages  of  Nylic  over  renewal  contracts,  be- 
cause only  six  months'  payments  go  after  death  and  nothing 
after  the  termination  of  contracts,  while  renewal  contracts 
provided  for  long  renewals  and  payments  to  the  estate  after 
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death  and  also  for  long  renewals  to  the  man  himself  after  the 
termination  of  his  contract. 

Q.  Your  contracts  do  not  provide  for  that?  A.  No,  but  the 
old  one  did. 

Q.  You  mean  provided  prior .  A.  Prior  to  the  introduc- 
tion of  Nylic. 

Q.  Prior  to   1896?     A.  Yes. 

Q.  Then  the  company  reserved  the  right  to  modify  or 
change  any  of  the  conditions  of  Nylic  and  expressed  in  this 
prospectus?    A.  Yes. 

Q.  Who  determined  the  conditions  of  Nylic?  A.  They  were 
determined  by  the  officers  of  the  company. 

Q.  Was  any  committee  appointed  to  determine  the  condition 
of  Nylic?  A.  They  were  submitted  to  the  agency  committee 
and  finally  approved  by  the  full  Board  of  Trustees. 

Q.  Now  in  addition  to  the  payment  to  Nylics  of  the  first,  sec- 
ond and  third  degree  and  the  Senior  Nylic  payment  and  the 
provision  for  a  payment  to  the  estate  for  six  months  on  the 
death  of  a  member  in  good  standing,  there  were  also  certain 
post-mortem  benefit  as  expressed  in  a  resolution  adopted  No- 
vember 13,  1895,  were  there  not?    A.  Yes. 

MR.  HUGHES:  I  will  read  that  resolution:  "Resolved, 
That  the  New  York  Life  Insurance  Company  will  pay  as  part 
compensation  for  his  services  while  in  its  employ  to  the  estate 
of  every  agent  in  the  United  States  and  Canada  who  shall  die  in 
its  service  during  the  year  1896  and  who  shall  have  complied 
so  far  as  possible  at  the  time  of  his  death  with  the  conditions  pro- 
vided for  membership  in  Nylic,  and  who  shall  have  secured  the 
amount  of  business  allotted  to  him  for  November  and  December, 
1895,  by  the  agency  department,  a  sum  equal  to  one  dollar  for 
each  thousand  dollars  of  insurance  written  and  paid  for  by  said 
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agent  between  January  i,  1895,  and  the  date  in  1896  when  such 

agent  may  die." 

THE  WITNESS :     That  is,  if  he  dies  within  the  year. 

Q.  That  is  supplemented  by  the  statement  in  your  book  that 
it  is  the  intention  of  the  agency  department  as  the  Board  of 
Trustees  to  pass  a  similar  resolution  annually  carrying  the 
benefits  forward  from  year  to  year. 

Q.  So  that,  for  example,  a  man  who  entered  the  service  of  the 
company  January  i,  1895,  working  constantly  until  January, 
1905,  and  thereby  having  presumably  complied  both  as  to  his 
term  of  service  as  a  Freshman  Nylic  and  as  a  Nylic  of  the  first 
degree,  and  then  dying,  his  estate  may  receive  a  sum  equal  to 
one  dollar  for  each  thousand  dollars  of  insurance  written  and 
paid  for  during  his  entire  period  of  connection  with  the  com- 
pany?    A.  That  is  correct  from  the  books.     I  recall  that. 

Q.  Have  such  annual  resolutions  been  passed?  A.  I  think 
they  have.  The  total  payments  under  the  mortuary  feature  up 
to  date  are  $23,000  in  the  ten  years. 

Q.  Is  that  exact,  one  dollar  for  each  one  thousand  dollars  of 
insurance  written  and  paid  for  during  the  entire  period  of  his 
connection  with  the  company  ?  A.  Yes,  sir ;  if  he  dies  during  the 
year  covered  by  a  resolution. 

Q.  Well,  there  is  a  resolution  covering  each  year  from  1896? 
A.  I  think  there  has  been. 

O.  That  means  to  be  taken  cumulatively,  not  based  upon  any 
particular  year's  production.  A.  Yes,  sir,  cumulatively.  It 
amounts  to  a  very  small  sum  in  any  event.  It  is  what  we  in- 
tended as  a  sort  of  burial  fund. 

Q.  Now,  a  prospectus  was  again  published  in  1896  of  Nylic 
and  in  1897  and  in  1898,  which  continued  the  system  on  prac- 
tically the  same  basis,  and  then  we  come  to  1899,  where,  I  un- 


g88 


Testimony  of  Thomas  A.  Buckner 

derstand,  the  company,  under  its  reserve  powers,  made  certain 
important  changes?     A.  Yes. 

Q.  In  the  first  place,  the  minimum  of  insurance  which  it  was 
necessary  to  obtain  in  order  to  qualify  and  to  maintain  qualifi- 
cation was  changed  from  $25,000  to  $50,000.  A.  That  is  cor- 
rect. 

Q.  How  were  men  affected  who  had  previously  been  on  the 
$25,000  basis?    A.  Not  at  all. 

Q.  Their  qualification  up  to  that  time  was  a  fixed  thing  on 
the  $25,000  basis,  but  from  that  time  on  they  had  to  write 
$50,000  a  year?  A.  No,  sir;  their  basis  remained  under  the 
same  rules.  The  changes  applying  only  to  men  employed  sub- 
sequent to  that  time. 

Q.  Only  to  new  members?     A.  Only  to  new  members. 

Q.  So  that  all  those  who  became  members  of  Nylic  prior  to 
January  i,  1899,  are  on  the  $25,000  basis?     A.  Yes. 

Q.  And  will  continue  to  be  on  that  basis  as  they  graduate  from 
class  to  class?    A.  Yes. 

Q.  As  to  the  payments  provided  for  in  this  prospectus  No.  5 
of  January,  1899,  I  find  that  the  monthly  income  for  Nylics  of 
the  first  degree  was  50  cents  per  thousand  on  the  average  between 
the  amounts  of  business  secured  and  paid  for  during  the  first 
Nylic  year  and  the  amount  of  business  in  force  on  the  com- 
pany's books  on  December  31st  of  the  fifth  Nylic  year.  A.  Yes, 
that  is  for  the  sixth  year  of  service,  is  it  not? 

Q.  That,  as  I  understand  it,  is  for  the  sixth  year  of  continuous 
membership.     A.  That  is  right. 

Q.  Being  the  first  year  of  his  being  a  Nylic  of  the  first  degree? 
A.  That  is  right. 

Q.  Instead  of  taking  the  year  of  smallest  production  as  a 
basis  of  payment  to  Nylics  of  the  first  degree  under  this  system 
inaugurated  in  1899,  you  take  the  average  between  the  first  year 
of  a  Freshman  Nylic  and  the  fifth  year  of  a  Freshman  Nylic  and 
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pay  upon  that  basis  50  cents  per  thousand  on  business  written 
and  paid  for?  A.  No,  sir;  I  think  you  are  mistaken.  We  take 
the  average  between  the  business  he  writes  during  the  first  year 
of  Nylic  membership,  and  the  amount  of  said  business  that  is  re- 
maining in  force  on  the  company's  books,  on  December  31st  of 
his  fifth  Nyhc  year.  And  that  forms  the  basis  for  the  one  year 
only,  that  is  for  his  sixth  year  of  continuous  service. 

Q.  The  first  Nyhc  year  meaning  the  first  year  as  a  Freshman 
Nyhc?     A.  Yes. 

Q.  And  the  fifth  year  as  a  Freshman  Nylic?     A.  Yes. 

Q.  Now,  the  seventh  year  of  membership  in  the  new  system, 
that  is  the  second  year  of  his  being  a  Nylic  of  the  first  degree, 
the  monthly  income  was  to  be  equal  to  50  cents  a  thousand  on 
the  average  between  the  amount  of  business  procured  and  paid 
for  during  his  second  Nylic  year,  and  the  amount  of  said  business 
in  force  during  the  sixth  Nylic  year?  A.  That  is  right,  five  years 
later  and  so  on. 

MR.  HUGHES :  Someone  must  have  sat  up  nights  working 
this  out. 

Q.  Under  the  eighth  year,  or  the  third  of  his  being  a  Nylic  in 
the  first  degree,  the  monthly  income  was  to  be  50  cents  a  thou- 
sand on  the  average  between  the  average  of  the  business  of  the 
third  Nylic  year  and  of  the  business  in  force  at  the  end  of  the 
seventh  Nylic  year.     A.  Yes. 

Q.  The  rate  being  50  cents  per  thousand?    A.  Yes. 

Q.  Did  the  rate  of  fifty  cents  per  thousand  apply  to  those  who 
had  become  Nylic  members  previous  to  1899?  A.  That  was  the 
rate  in  the  old  rule,  under  the  old  rule. 

Q.  Yes,  did  the  basis .    A.  The  basis  applied  only  to  men 

who  became  Nylic  members  after  the  rule  was  introduced. 

Q.  Nylics  of  the  second  degree,  under  the  new  system,  were 
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to  receive  monthly  as  follows:  For  the  eleventh  year,  that  is,  the 
first  year  of  the  second  degree,  a  dollar  a  thousand  on  the  average 
business  procured  and  paid  for  during  the  six  Nylic  years,  and 
the  amount  of  business  in  force  at  the  end  of  the  tenth  year? 
A.  The  amount  of  said  business,  yes. 

Q.  The  amount  of  said  business.    A.  Yes. 
Q.  And  similarly  to  the  period  of  the  second  degree  on  the 
basis  of  one  dollar  per  thousand?    A.  Yes. 

Q.  That  basis  only  applies  to  the  new  members  ?  A.  Yes. 
Q.  Nylics  of  the  first  degree  got  $1.50  a  thousand  and  their 
basis  was  fixed  upon  a  similar  average?  A.  A  similar  average. 
Q.  Of  the  business  secured  and  paid  for  in  the  first  year  while 
they  were  Nylics  of  the  second  degree  and  the  amount  of  said 
business  in  force  at  the  end  of  the  last  year  that  they  were  Nylics 
of  the  second  degree?    A.  Yes. 

Q.  And  then  senior  Nylics  were  to  receive,  as  long  as  they 

lived,  as  follows .    A.  Under  the  conditions  stated. 

Q.  Well,  I  will  read  it.     The  basis  of  Senior  Nylics. 
"Senior  Nylics  shall  receive,  so  long  as  they  live,  provided 
only  they  shall  not  enter  the  service  of  any  other  life  insurance 
company,  monthly  payments  as  follows: 

"The  basis  of  business  for  incomes  for  the  6th,  7th,  8th,  9th,  loth, 
nth,  I2th,  13th,  14th,  15th,  i6th,  17th,  i8th,  19th,  and  20th  years 
of  continuous  Nylic  membership  will  be  added  together  and 
divided  by  15.  The  sum  thus  obtained  will  then  be  averaged  with 
the  amount  of  new  business  written  and  placed  under  the  condi- 
tions provided  above  during  that  year  of  service  as  a  Third 
Degree  Nylic  in  which  his  production  was  smallest,  after  deduct- 
ing from  same  the  amount  of  business  placed  during  said  smallest 
year  which  has,  for  any  cause,  ceased  to  be  in  force  up  to 
December  31st  of  his  nineteenth  Nylic  year.  His  monthly  income 
as  a  Senior  Nylic  shall  be  75  cents  per  thousand  on  the  average, 
or  amount,  thus  obtained." 
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That  applied  only  to  the  new  members  ?  A.  Only  to  members 
coming  in  since  the  date  of  introduction  of  the  changes. 

Q.  There  was  also  a  provision  in  each  of  these  for  occasional 
contributors,  which  it  is  unnecessary  for  us  particularly  to  read? 
A.  Only  to  say  that  no  one  could  participate  or  draw  any  benetits 
out  of  Nylic  unless  they  were  giving  their  entire  time,  talents  and 
energies  to  the  company,  in  soliciting  business. 

Q.  It  is  provided  that,  in  case  of  physical  incapacity,  the  fact 
of  the  disabihty  being  established  to  the  company's  satisfaction, 
a  member  shall  receive  monthly  an  amount  equal  to  his  average 
monthly  payment  that  he  has  received  from  the  beginning  of  the 
degree  of  which  he  is  a  member  at  the  time  of  such  disability? 
A.  Yes. 

Q.  And  that  these  monthly  payments  are  to  be  continued  dur- 
ing the  continuance  of  the  disability  not  exceeding  five  years  in 
all,  and  at  the  end  of  such  period  all  further  payments  to  the 
agent  on  account  of  Nylic  shall  cease,  but  if  he  recover  and  re- 
sumes work,  then  the  company  will  make  such  adjustment  as  in 
its  judgment  seems  fair  and  right.    A.  Yes. 

Q.  It  is  also  provided  that  any  Nylic  who  shall  leave  the 
company's  service  for  any  cause  except  for  permanent  physical 
disability,  who  shall  pay  for  less  than  fifty  thousand  dollars  of 
annual  insurance  in  accordance  with  the  rules  stated  in  any 
calendar  year,  shall  cease  to  be  a  Nylic,  and  forfeit  any  claim 
for  any  time,  credit,  or  payment.     A.  Yes. 

Q.  Term  insurance  does  not  count  in  the  Nylic?    A.  No,  sir. 

Q.  No  salaried  employee  can  become  a  Nylic?    A.  No,  sir. 

Q.  No  agency  director,  manager,  nor  general  agent  in  control 
of  territory  or  having  sub-agents  can  be  a  Nylic?    A.  No,  sir. 

Q.  Only  personal  business  is  counted  in  determining  a  Nylic's 
record?    A.  That  is  correct. 

Q.  It  is  further  provided  in  the  book  of  1899  that  if  a  commis- 
sion,  brokerage   or   bonus   of   any   kind   is   paid   to   anyone   for 


992 


Testimony  of  Henry  Denipsey 

services  rendered  in  procuring  business,  such  business  is  in  so  far 
not  personal  business,  and  will  be  reduced  in  proportion  as  the 
amount  so  paid  bears  to  the  agent's  commission  ?  A.  Quite  right. 
Q.  How  do  you  find  out  whether  a  brokerage  bonus  or  commis- 
sion has  been  paid?  A.  We  require  every  agent,  when  he  sub- 
mits an  application  for  insurance,  to  make  a  written  statement 
of  any  other  parties  than  himself  interested  in  the  case,  and 
whether  or  not  any  other  parties  are  to  receive  a  commission  or 
brokerage  or  per  cent  of  any  kind  for  assisting  in  procuring  the 
risk. 

MR.  HUGHES :  Will  you  withdraw  for  a  moment,  please  ? 

THE  WITNESS :  Yes,  sir. 

MR.  HUGHES :  Mr  Dempsey,  will  you  take  the  stand  ? 

HENRY  DEMPSEY,  called  as  a  witness,  being  duly  sworn, 
testifies  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  Dempsey,  you  are  connected  with  the  Citizens'  Cen- 
tral Bank?    A.  Yes,  sir. 

Q.  In  what  capacity  ?    A.  Cashier. 

Q.  Does  Andrew  Hamilton  have  an  account  at  that  bank  ?  A. 
Yes,  sir. 

Q.  Have  you  produced  a  transcript  of  that  account  ?    A.  Yes, 

sir. 

Q.  Is  this  a  complete  transcript  of  the  whole  account?  A. 
Yes,  sir. 

Q.  It  commences  there,  does  it  (indicating)  ?  A.  Yes,  that  is 
right.    You  will  find  a  summary  there. 
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Q.  This  account  was  started  with  the  Central  National  Bank  ? 
A.  This  sheet  here  will  show  the  deposits. 

Q.  The  account  started  with  the  Central  National  Bank  and 
was  afterward  continued  with  the  Citizens'  Central  National 
Bank?    A.  Yes. 

Q.  And  the  sheet  marked  4  of  4  shows  the  deposits  ?  A.  Yes, 
sir. 

Q.  And  the  other  sheets  marked  i  of  4,  2  of  4  and  3  of  4 
shows  the  drafts  ?    A.  Yes,  sir. 

Q.  You  have  no  particulars  except  what  are  shown  on  those 
sheets  ?    A.  No,  sir. 

MR.  HUGHES :  I  will  have  these  four  sheets  produced 
marked  for  identification. 

(Marked  Exhibit  144  for  identification.) 

THOMAS  A.  BUCKNER  resumed  the  stand. 

BY  MR.  HUGHES: 

Q.  Another  prospectus  was  published  in  1899 — isn't  that  a 
mistake  ?  A.  I  think  it  is  the  same  thing,  Mr.  Hughes.  I  think 
they  must  have  taken  it  just  by  the  color  on  the  back.  The  ad- 
ditions are  the  same. 

Q.  No,  this  isn't  the  same.  This  has  only  23  sheets  and  this 
has  29?    A.  Well,  it  is  a  reprint,  I  think,  of  this,  omitting. 

Q.  I  find  this  prospectus  under  the  imprint  of  1899,  a  subse- 
quent one,  making  provision  for  payments  for  two  years'  Nylic 
service  ?    A.  Yes,  sir. 

Q.  That  was  an  innovation  ?    A.  Yes,  sir. 

Q.  And  that  was  introduced  when?  A.  I  think  January  i, 
1899— no,  I  beg  your  pardon.  I  think  it  was  introduced  in  1901. 
I  see  the  addition  is  marked  here,  Mr.  Hughes. 


994 


Testimony  of  Thomas  A.  Buckner 

Q.  Yes.  So  that  this  book,  while  the  titlepage  has  the  im- 
print of  1899,  is  really  a  subsequent  issue  ?    A.  Yes,  sir. 

Q.  Of  1901,  with  certain  modifications  of  the  prior  system? 
A.  Yes,  sir. 

Q.  And  one  of  those  modifications  is  that  while  the  period  of 
freshman  service  continues  to  be  five  years  the  Freshman  Nylics 
are  to  receive  certain  payments  monthly  for  two  years  of  such 
service  ?    A.  Yes,  sir. 

Q.  So  that  the  payments  begin  in  the  third,  instead  of  the 
sixth  year  of  continuous  membership?    A.  Yes,  sir. 

Q.  And  those  payments  are  25  cents  per  thousand  dollars  on 
the  amount  procured  and  paid  during  the  first  Nylic  year 
after  deducting  from  the  same  the  amount  of  said  year's  busi- 
ness which  has  lapsed,  been  cancelled  or  otherwise  terminated 
to  December  31st  of  the  second  Nylic  year?    A.  That  is  correct. 

Q.  And  then_for  the  fourth  year  of  Nylic  service  the  Fresh- 
man Nylic  was  to  get  the  monthly  income  of  25  cents  per  thou- 
sand on  the  amount  of  business  produced  and  paid  for  in  the 
second  Nylic  year,  after  deducting  from  the  same  the  amount  of 
said  year's  business  which  had  lapsed,  been  cancelled  or  other- 
wise terminated  up  to  the  end  of  the  third  Nylic  year  ?  A.  Yes, 
sir. 

Q.  And  so  on,  on  a  twenty-five  cent  basis  per  thousand 
monthly  during  the  period.  A.  During  the  last  three  years' 
period  ? 

Q.  During  the  last  three  years'  period  of  Freshman  service? 
A.  Of  freshman  service,  of  Freshman  Nylic. 

Q.  Then  the  Nylics  of  the  first  degree  went  on  on  the  same 
basis.  That  was  not  changed?  A.  I  think  there  were  no 
changes  in  the  other  degrees  in  that  issue. 

Q.  I  don't  see  any  statement  of  mortuary  or  post-mortem 
benefits  after  the  first  prospectus?  A.  No,  sir;  I  don't  think 
they  were  printed  in  the  pamphlet. 
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Q.  Yes,  it  is  in  Nos.  2,  3  and  4.    A.  Not  always,  at  least. 

Q.  Well,  when  this  changed  system  was  introduced  that  pros- 
pectus No.  5,  issued  in  January,  1899,  were  there  any  mortuary 
benefits  extended  to  those  who  became  members  at  that  time? 
A.  Yes ;  but  it  was  not  printed  in  this  book. 

Q.  It  has  been  continued,  however,  then  on  the  same  basis? 
A.  I  think  so,  right  up  to  date. 

Q.  I  don't  find  it  there  in  the  book  published  in  1901  to  which 
I  have  just  referred?  A.  No,  it  was  not  published  in  the  books 
after  that. 

Q.  However,  the  resolutions  are  in  the  same  form  as  the  one 
I  read  in  evidence  ?  A.  I  think  so.  I  think  they  have  been  reg- 
ularly put  before  the  board. 

Q.  Then  in  1903  there  was  another  prospectus  issued,  and  in 
that  year  pure  endowment  insurance  was  disallowed  as  a  part 
of  that  on  which  payments  should  be  made.  Am  I  right  in  that  ? 
A.  I  don't  know  as  that — is  that  the  only  change  ? 

Q.  Well,  I  am  not  certain.  A.  I  think  the  only  changes  are 
the  changes  in  the  general  rules. 

Q.  To  wit,  that  term  and  seven  year .     A.  Seven  year 

equalization. 

Q.  Seven  year  equalization  insurance,  as  well  as  the  pure  en- 
dowment insurance,  are  excepted  from  the  minimum  which  must 
be  produced?    A.  Yes,  sir. 

Q.  That  installment  insurance  counts  for  its  computed  value 
that  is  insurance  on  an  agent's  own  life,  if  written  in  accord- 
ance with  the  rules  therefore  will  count  in  Nylic,  provided  the 
same  is  not  required  to  bring  the  sum  up  to  the  qualifying  mark 
in  any  year?     A.  Yes,  sir. 

Q.  Then  in  1905,  January  last,  there  was  another  prospectus 
of  Nylic  and  certain  modifications  were  then  made?  A.  Material 
modifications  were  made. 

O.  Material  modifications  were  made.     Before  I  speak  of  those 
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modifications,  let  me  ask  if  they  affected  those  who  were  already 
members  of  Nylic?     A.  They  did  not. 

Q.  Those  who  were  introduced  under  the  first  system  con- 
tinued on  that?    A.  Yes,  sir. 

Q.  And  those  who  came  in  under  the  system  of  1899  continued 
in  that?     A.  Exactly. 

Q.  And  now  in  1905  you  have  inaugurated  a  modified  system 
which  applied  to  the  new  members?     A.  Exactly. 

Q.  What  are  the  modifications?  A.  The  chief  modifications 
are  that  in  the  second  degree  instead  of  the  basis  being  $1.00  per 
thousand  it  is  $0.75  per  thousand,  and  in  the  third  degree  instead 
of  a  basis  of  $1.50  per  thousand  it  is  reduced  to  $1.00  per  thou- 
sand, and  then  there  are  some  changes  in  the  Senior  degree  in 
the  method  of  ascertaining  and  defining  the  compensation. 

Q.  In  the  first  degree  there  is  a  little  difference  in  the  basis 
of  the  computation  on  the  payments,  is  there?  A.  Not  from 
the  previous  one  that  you  read,  I  think. 

Q.  It  is  marked  so  here.  Well,  there  are  some  modifications 
providing  in  the  case  of  the  first  degree  for  a  reduction  of  what 
has  been  lapsed  and  cancelled,  which  was  specifically  stated  be- 
fore? A.  Yes,  that  is  true.  It  is  a  refinement  of  the  language, 
I  think. 

Q.  Yes.  Do  you  charge  the  compensation  which  is  paid  to  a 
member  of  Nylic  on  business  which  has  been  written  in  a  par- 
ticular year  against  the — or  to  the  cost  of  writing  the  business 
of  that  year?  A.  No,  sir.  We  charge  the  Nylic  compensation 
entirely  as  a  renewal  payment — to  what  we  call  renewal  com- 
missions. 

Q.  In  other  words,  a  certain  amount  of  insurance  was  written 
in  the  year  1904 .     A.  Yes. 

Q.  Upon  that  insurance  in  the  course  of  time  payments  will  be 
made  upon  the  conditions  stated  to  Nylics?    A.  Yes,  sir. 
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Q.  Payments  will  be  made  of  increasing  amounts?  A.  Not 
on  that  year's  business. 

Q.  Well,  there  will  be  payments  upon  that  year's  business? 
A.  Conditioned  upon  the  renewal — in  part  conditioned  upon  the 
renewal  of  the  business. 

Q.  In  part,  yes.     Now,  you  don't  charge  that  to  the  expense 

of  getting .     A.  At  the  present  time  it  is  solely  conditioned 

on  the  renewal  of  business. 

Q.  And  there  is  a  great  deal  that  is  not  ?    A.  Yes,  sir. 
Q.  For  instance,  all  the  Nylics  who  are  on  the  1896  basis  do 
not  have  their  payments  conditioned  on  the  renewal  of  busi- 
ness?   A.  No. 

Q.  But  everything  since  1905  is  so  conditioned?  A.  Entirely 
upon  the  renewal  of  the  business,  and  between  those  dates  in  part 
upon  the  renewal  of  the  business. 

Q.  Yes.    A.  We  treat  it  as  a  renewal  commission. 
Q.  You  don't  charge  any  of  that  expense,  or  calculate  it  in 
determining  the  cost  of  the  particular  business  in  the  year  1904? 
A.  We  couldn't  do  so  because  we  don't  make  the  payments  until 
some  time  afterwards. 

Q.  Well,  you  make  no  computation  to  determine  what  that 
would  be?    A.  No,  sir. 

Q.  You  take  the  Nylic  payments  that  you  actually  make  in  a 
given  year  and  proportion  them  under  renewal  commissions.  A. 
They  are  charged  up  under  renewal  commissions. 

Q.  They  are  charged  up  under  renewal  commissions?  A.  Yes, 
sir. 

Q.  Do  you  apportion  them  to  the  business  of  any  particular 
year?    A.  We  do  not. 

Q.  Simply  as  renewal  commissions?  A.  Paid  during  that 
year. 

Q.  Paid  during  that  year?    A.  Because  it  must   always  be 
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remembered  they  are  conditioned  upon  the  renewal  of  the  agent's 
contract  upon  his  continuing  with  us  right  along. 

MR.  HUGHES :  I  will  mark  this  last  one  No.  8,  for  identi- 
fication. 

(Marked  Exhibit  No.  145,  for  identification.) 

THE  WITNESS:  Mr.  Hughes,  before  you  leave  the  sub- 
ject of  Nylic,  may  I  say  that  the  reason  for  these  changes  in  the 
Nylic  program  has  been  because  we  are  constantly  getting 
together  now  as  drawing  Nylics  a  body  of  men  who  are  to  be 
permanently  with  the  company  and  we  do  not  feel  that  the  neces- 
sity for  as  much  money  paid  through  Nylics  exists  now  as  for- 
merly, and  it  is  our  intention  to  eventually,  when  we  have,  say 
a  thousand  men  drawing  Nylics,  to  not  permit  any  new  additions 
unless  to  fill  vacancies  created  by  deaths  or  termination  of  con- 
tracts. 

Q.  How  many  agents  have  you  now  who  are  Nylics?  A.  We 
have,  including  Freshman  Nylics — including  all  Nylics  916. 

Q.  How  many  agents  have  you  who  are  not  Nylics?  A.  Over 
five  thousand. 

Q.  Please  explain  that.  A.  Do  you  mean  why  we  have  no 
more? 

Q.  Yes.  Because  for  a  Nylic  that  he  must  write  a  definite 
amount  of  personal  business,  per  annum. 

Q.  That  is  the  reason?  A.  And  that  he  must  give  his  entire 
time  to  the  company,  and  he  has  to  qualify  under  the  rules  laid 
down  in  Nylic,  and  there  are  five  thousand  agents  who  do  not 
qualify. 

Q.  How  many  Nylics  have  you  who  are  Freshman  Nylics? 
A.  409. 

Q.  How  many  Nylics  of  the  first  degree?  A.  That  I  haven't 
got,  but  of  the  first,  second,  third  and  senior  degrees,  507. 
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Q.  And  I  think  you  said  you  had  three  seniors?  A.  I  think  it 
is  three;  yes,  sir. 

Q.  How  many  members  of  Nylics  have  you  who  became  such 
members  when  the  system  was  inaugurated,  that  is  how  many 
have .    A.  Are  now  Nylics. 

Q.  Have  persisted?  A.  I  think  very  few;  not  a  hundred,  I 
should  say. 

Q.  Not  a  hundred?    A.  No,  sir. 

Q.  How  many  Nylics  have  you  who  became  Nylics  under  the 
system  of  1899?    A.  I  should  say  about  the  same  number. 

Q.  About  a  hundred  ?  A.  Yes,  sir ;  that  is  only  an  estimate,  a 
hasty  estimate. 

Q.  How  many  new  members  come  under  that  system?  A.  Of 
that  I  have  no  data. 

O.  I  want  to  see  how  far  it  has  been  beneficial  in  binding  the 
agents  to  the  service  of  the  company.  A.  Yes,  sir.  We  think 
it  has  been  beneficial,  more  so  than  any  system  we  have  ever 
known  of. 

Q.  I  wanted  to  get  at  the  statistics  which  would  show  that? 
A.  Yes,  sir.    I  could  get  you  that,  but  I  haven't  it  here. 

Q.  Yes.  Now,  you  have  another  Nylic  system  called  Nylic 
for  agency  directors?  A.  Yes,  sir.  That  is  an  entirely  differ- 
ent  

Q.  An  entirely  different  thing,  but  it  has  no  other  name  than 
Nylic  for  agency  directors?  A.  That  is  the  name  we  have 
given  it. 

Q.  That  system  was  inaugurated A.  January  ist,  1902. 

Q.  This  book  I  have  here  is  the  prospectus?  A.  That  is  the 
prospectus  for  the  year  1902. 

MR.  HUGHES :  You  may  mark  that  for  identification. 
(Marked  Exhibit  No.  146  for  identification.) 
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Q.  Now,  who  are  the  members  of  this  system,  or  who  are 
quahfied  to  become  such  ?  A.  The  agency  directors,  supervisors 
and  inspectors  of  agencies  of  the  company;  all  men  occupying 

similar  positions  in  other  countries  under  whatever  title. 

Q.  That  is,  in  the  United  States,  Canada,  Mexico,  and  the  West 
Indies?    A.  Yes. 

Q.  In  many  other  countries?  A.  Well,  we  have  a  few  in  the 
later  editions  in  Europe. 

Q.  That  was  the  way  it  started?  A.  That  was  the  way  it 
started.  Prior  to  the  inauguration  of  Nylic  for  agency  directors, 
we  had  found  it  advisable  to  offer  incentives  to  agency  directors 
who  were  purely  on  salaries — largely  on  salaries,  to  direct  their 
attention  specifically  to  certain  features  of  the  business,  to  the 
volume  that  they  should  secure  in  their  departments  to  the  cost  of 
the  business  and  to  the  organization — that  is,  securing  new 
agents.  These  bonuses  we  had  been  in  the  habit  of  paying  in 
cash  to  the  agency  director  at  the  end  of  the  year,  and  they  varied 
in  different  parts  of  the  country.  We  introduced  Nylic  for  agency 
directors  to  accomplish  the  same  purpose,  but  in  an  orderly  way, 
and  in  the  same  way  for  all  sections  of  the  domestic  business — 
all  sections  of  the  country  and  on  equal  terms  to  all. 

Q.  The  persons  qualified  to  become  members  must  have  been 
on  a  salary?  A.  Must  be  salaried  men.  There  were  a  few  excep- 
tions to  that  rule,  being  salaried  men  in  the  beginning.  At  the 
present  time  there  are  no  exceptions. 

Q.  When  this  was  started  in  the  year  1902  a  fund  was  created 
and  certain  trustees  of  the  fund  were  appointed.  Who  were  the 
trustees?  A.  The  trustees  were  to  be  at  that  time  the  first  and 
second  vice-presidents  and  the  actuary  of  the  company. 

Q.  That  is,  Mr.  Perkins?    A.  Dr.  Duke. 

Q.  Dr.  Duke .     A.  They  happened  to  be  at  that  time  Mr. 

Perkins,  Dr.  Duke  and  Mr.  Weeks. 
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Q.  Who  are  they  at  the  present  time?  A.  At  the  present 
time  they  are  Mr.  Perkins,  Mr.  Kingsley  and  Mr.  Weeks. 

■Q.  Now,  a  fund  was  created  and  placed  in  the  hands  of  the 
trustees  under  an  agreement  consisting  first  of  a  certain  amount 
of  the  fixed  salary  of  each  ag'ency  director  as  he  might  direct 
the  company  to  retain  arid  pay  over  monthly  to  the  trustees, 
not  exceeding  20  per  cent  of  such  salary?  A.  Yes,  sir,  of  the 
salary. 

Q.  Then  an  amount  equal  to  25  per  cent  of  whatever  propor- 
tion of  the  fixed  salary  each  agency  director  directed  to  be  paid 
over  to  the  trustees,  and  that  amount  the  New  York  Life  paid 
to  the  trustees.  A.  As  a  bonus,  yes,  sir,  to  the  agents — to  the 
agency  director. 

Q.  That  is,  the  New  York  Life  put  into  the  hands  of  the 
trustees  an  amount  equal  to  one-fourth  of  what  each  agency 
director  put  in  the  hands  of  the  trustees  out  of  their  salaries? 
A.  Well,  we  agreed  with  the  agency  directors  that  we  would 
place  twenty-five  per  cent  with  every  dollar  that  they  put  up  with 
the  trustees,  for  their  benefit. 

Q.  In  the  next  place  the  company  agreed  to  put  up  with  the 
trustees  an  amount  equal  to  an  additional  bonus  of  twenty-five 
per  cent,  of  the  agency  directors'  salary  paid  over  to  the  trustees. 
A.  Well,  that  is  what  it  was. 

Q.  This  is  a  third  item?  A.  Yes.  We  agreed  that  this  first 
year,  that  on  January  i,  1907,  we  would  pay  an  additional  bonus 
of  twenty-five  cents  on  the  dollar  for  every  dollar  that  the  agency 
director  deposited  in  1902  from  his  salary  conditioned,  of  course, 
upon  that  agency  director  being  with  us  and  continuing  with  us 
after  January  i,   1907. 

Q.  You  mean  up  to  January  i,  1907?  A.  Up  to  January  i, 
1907 ;  yes,  sir. 

O.  Then  fourth,  the  bonus  or  prize  money  won  by  an  agency 
director  during  the  preceding  year,  if  he  directed  it  to  be  paid  to 
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the  trustees  ?  A.  Yes,  and  we  also  agreed  to  pay  an  equal  amount 
as  an  additional  bonus  under  the  terms  of  Nylic  for  agency  di- 
rectors. 

Q.  That  is,  if  an  agency  director  won  a  bonus  or  prize 
money .     A.  In  1901. 

Q.  In  1901.     A.  He  could  deposit  that. 

Q.  He  could  deposit  that  with  the  trustees,  and  you  would 
put  up,  that  is,  the  company  would  put  up,  in  the  hands  of  the 
trustees,  an  equivalent  sum?  A.  An  equivalent  sum.  That  was 
only  for  the  single  year  1902. 

O.  Well,  we  are  getting  the  system  now,  and  we  will  show 
the  modifications  later.     A.  Yes. 

Q.  Then  in  addition  to  that  the  company  agreed  to  pay  a  bonus 
of  20  cents  per  thousand  on  the  business  paid  for  and  reported 
on  cashier's  transcripts  during  1902  from  each  of  the  nine  de- 
partments into  which  the  United  States,  Canada,  Mexico  and 
the  West  Indies  have  been  divided?    A.  Yes. 

Q.  Providing  such  department  secures  the  amount  of  paid 
for  business  allotted  and  fixed  by  the  company  for  the  year  1902? 
A.  That  is  correct. 

Q.  If  the  department  secures  95  per  cent,  of  its  allotment  the 
bonus  is  to  be  15  cents  a  thousand,  and  then  graded  on  a  re- 
duced amount  ?     A.  Well,  only  one  more  grade,  I  think. 

Q.  Well,  if  85  per  cent,  the  bonus  would  be  5  cents  per  thou- 
sand.    If  less  than  85  per  cent.,  no  bonus?     A.  That  is  right. 

Q.  A  further  bonus  was  a  bonus  of  20  cents  per  thousand, 
which  would  be  allowed  paid  by  the  company  on  business  paid 
for  and  reported  on  cashier's  transcripts  during  the  year  1902 
from  each  branch  office  in  the  United  States,  Canada,  Mexico 
and  the  West  Indies,  if  such  office  secures  its  allotment  of  paid- for 
business?  A.  That  is  right. 
—  Q.  With  reduced  percentages A.  In  the  same  way. 

Q.  In  the  same  way.     Then  finally  each  director  was  to  be 
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debited  by  the  company  in  writing  with  the  number  of  standard 
agents  in  his  branch  office  on  the  ist  of  January,  1902,  and  to  be 
credited  on  January  i,  1903,  with  a  bonus  of  $100,  to  be  paid  by 
the  company  for  each  standard  agent  then  in  the  employ  of  the 
company  and  operating  through  the  branch  office  in  excess  of 
the  standard  agents  debited  on  the  ist  of  January,  1902?  A. 
That  is  right. 

Q.  Only  bona  fide  agents,  effective  agents,  to  be  considered? 
A.  Yes,  sir. 

Q.  Now,  by  the  contribution  of  those  various  amounts  this 
fund,  Nylic  fund  for  agency  directors,  was  created?  A.  Yes, 
sir. 

Q.  And  the  agreement  was  made  with  the  trustees .    A.  I 

should  say  it  was  created  by  the  department  from  the  agents' 
salaries  and  the  bonus  of  1901  which  he  put  in  the  hands  of  the 
trustees,  plus  the  25  cents  on  a  dollar  that  the  company  gave,  and 
the  bonus  of  which  you  have  latterly  referred  there  on  the 
business  of  1902  was  not  on  the  creation  of  the  fund ;  it  was  a 
year  later. 

Q.  Well,  the  bonus  as  promised .     A.  Oh,  yes. 

Q.  But  to  go  into  the  fund,  provisions  for  which  were  then 
made?     A.  Yes. 

Q.  I  speak  of  the  creation  of  the  fund,  I  speak  of  the  fund 
in  its  totality  as  it  was  actually  created  in  the  start,  and  as  it 
was  to  be  reinforced  by  the  subsequent  payments  for  that  year? 
A.  Yes. 

Q.  Now,  the  funds  were  to  be  managed  by  the  trustees  under 
the  agreement  set  forth  here?     A.  Under  a  trust  agreement. 

Q.  Yes,  under  an  agreement  by  which  the  trustees  agreed  to 
receive  these  moneys  and  disburse  them  in  their  discretion,  and 
to  make  a  gross  accounting  at  the  end  of  each  year  showing  the 
aggregate  amount  of  all  moneys  in  their  hands.  This  agree- 
ment provides,  in  paragraph  7,  that  if  any  beneficiary  shall  cease 
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to  be  an  employe  of  the  New  York  Life  Insurance  Company 
either  by  discharge,  resignation  or  death,  prior  to  January  i, 
1912,  there  shall  be  paid  to  him  or  his  estate  from  the  funds  in 
the  hands  of  the  trustees  an  amount  equal  to  the  total  cash  re- 
ceived for  the  trustees  from  the  company  for  his  benefit  in  accord- 
ance with  sub-division  4B  and  C  of  Article  4  hereof,  which  sub- 
divisions relate .     A.  To  the  moneys  he  deposited. 

Q.  To  the  moneys  received  from  the  member  as  a  part  of  his 
salary  or  as  a  part  of  emoluments,  prizes  or  moneys  paid  over  to 
him?     A.  Which  he  had  already  earned. 

Q.  Yes,  and  interest  thereon  at  6  per  cent,  for  the  average 
time  such  amount  has  been  in  the  trustees'  hands  and  such  pay- 
ments to  be  in  full  liquidation  of  all  claims  of  interests  of  any 
kind  in  said  funds?     A.  Yes,  sir. 

Q.  That  is,  he  got  his  money  back  that  he  had  himself  put  in? 
A.  Yes,  with  6  per  cent. 

Q.  But  no  part  of  the  other  moneys  which  you  had  put  in  or 
which  the  other  agency  directors  had  put  in  or  of  the  increase 
of  those  funds?     A.  Exactly. 

Q.  It  was  a  sort  of  a  tontine  system?  A.  Yes;  it  was  a  sort 
of  a  co-operative  system. 

Q.  Then  it  is  provided  that  on  January  i,  1907,  any  bene- 
ficiary shall  have  the  full  option  from  the  agreement  and  receiv- 
ing in  full  of  all  claims  one-half  of  the  amount  then  equitably 
belonging  to  him.  That  is  rather  curiously  expressed,  but  then 
the  intent  is  clear.  He  can  have  the  option  of  withdrawing  or 
getting  half  of  the  amount  then  equitably  belonging  to  him. 
What  does  that  mean?  A.  Well,  I  don't  like  to  interpret  that 
agreement,  but  I  think  that  would  be  one-half  of  the  amount  that 
would  belong  to  him  were  the  trust  at  that  time  to  be  liquidated. 

Q.  Then  it  is  provided  further  that  on  January  i,  1912,  the 
funds  in  the  hands  of  the  trustees  shall  be  equitably  divided 
among  the  then  surviving  individual  beneficiaries  ?    A.  Yes,  sir. 
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Q.  So  this  looks  to  a  holding  of  these  funds  without  distri- 
bution except  in  the  case  of  withdrawal  of  members  until  Janu- 
ary 1,1912?    A.  That  is  right. 

Q.  These  funds  being  annually  increased  by  contributions 
annually  in  the  manner  described?  A.  Well,  that  is  not  a  part 
of  the  agreement.  If  the  companies  do  make — do  make  an  an- 
nual proposition  then  they  are  to  be  made  and  go  in  that  way. 

Q.  Well,  this  annual  proposition  had  reference  solely  to  the 
year  1902  ?    A.  1902  only. 

Q.  Then  that  fund  created  and  contributed  to  in  the  manner 
described  for  the  year  1902  was  to  be  held  and  disbursed  in  the 
discretion  of  the  trustees  subject  to  deduction  only  by  withdraw- 
als of  those  who  ceased  to  be  members  in  the  manner  described, 
until  January  i,  1912?    A.  Yes,  sir. 

Q.  And  then  whatever  moneys  were  at  hand  were  to  be  di- 
vided equitably  among  the  then  surviving  individual  benefici- 
aries?   A.  Surviving  and  continuing,  yes,  sir. 

Q.  Now  then  continuing?    A.  Continuing  with  the  company. 

Q.  Well,  you  had  to  divide  it  up  at  that  time  whether  they 

continued  later A.  I  say  it  is  to  be  divided  among  those 

who  have  continued  until  later. 

Q.  It  doesn't  say  so.  It  says  among  the  then  surviving. 
There  is  a  condition  later  perhaps  ?  A.  There  is  a  condition  in 
the  agreement. 

Q.  We  have  already  read  a  condition  which  provides  for  the 
interest  of  those  who  cease  in  the  interim  to  be  connected  with 
the  company?  A.  One  of  the  chief  objects  of  the  program  of 
compensation  is.  to  hold  the  agency  directors  in  the  service  of 
the  company. 

Q.  Yes.  Now,  that  being  the  purport  of  the  agreement— I 
should  add  the  trustees  were  not  to  have  any  salary,  were  they  ? 
A.  No  compensation  whatever. 
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Q.  No  compensation  whatever,  and,  on  the  other  hand,  they 
were  not  to  be  personally  liable  in  any  way  ?    A.  No. 

Q.  They  have  a  broad  discretion  regarding  the  matter.  Now, 
as  a  part  of  that  there  was  an  agreement  for  part  compensation 
for  services  in  the  event  of  death  in  the  company's  service. 
That  is  true,  is  it  not  ?    A.  Yes  ;  a  mortuary  feature. 

Q.  It  was  provided  that  the  New  York  Life  Insurance  Com- 
pany would  pay  direct  to  the  beneficiary,  as  provided  in  the 
agreement,  of  any  agency  director  who  dies  during  the  year 
1902  while  an  agency  director  in  the  service  of  the  company  and 
a  member  of  the  order  of  Nylics  for  agency  directors  as  part 
compensation  for  services  rendered  as  follows :  First,  if  the  av- 
erage paid  business  of  the  branch  office  under  the  agency 
has  been  less  than  $750,000  per  annum,  since  and  including 
January  i,  1902,  $2,000. 

Second,  if  the  average  paid  business  of  the  branch  office  under 
the  supervision  of  the  deceased  agency  director  has  been  from 
$750,000  to  $1,000,000  per  annum,  $3,000. 

Second,  if  the  average  paid  business  of  the  branch  office  under 
the  supervision  of  the  deceased  agency  director  has  been  from 
$1,000,000  to  $1,500,000  per  annum,  $4,000,  and  so  on,  if  the 
business  was  $1,500,000  to  $2,000,000,  $5,000 ;  if  the  business  was 
$2,000,000  to  $2,500,000,  $6,000 ;  if  the  business  was  $2,500,000  to 
$3,000,000,  $7,000 ;  if  the  business  was  from  $3,000,000  to  $3,500,- 
000,  $8,000;  if  the  business  was  from  $3,500,000  to  $4,000,000, 
$9,000,  and  if  the  average  paid  up  business  had  been  over  $4,- 
000,000,  $10,000?    A.  That  is  right. 

Q.  Further  provided  that  the  beneficiary  to  receive  these  pay- 
ments shall  be  such  person  as  the  agency  director  shall  have 
designated  in  writing  upon  the  blanks  prepared  for  that  purpose 
by  the  company,  and  in  no  other  way,  provided  such  designation 
is  received  by  the  company,  otherwise  the  amounts  payable  shall 
be  paid  to  the  estate  of  such  agency  director.     The  agency  di- 
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rector  can  change  the  beneficiary,  or  beneficiaries,  by  notifying 
the  company  in  writing. 

Further,  provided,  if  the  agency  director  shall  die  during  the 
year  1902,  and  after  having  ceased  to  be  an  agency  director,  or 
after  leaving  the  service  of  the  New  York  Life  Insurance  Com- 
pany, neither  his  estate  nor  his  beneficiaries  shall  have  any  claim 
whatever  on  the  benefits  described  herein.  There  was  also  a 
provision  for  participation  of  inspectors  of  agencies,  supervisors, 
and  non-salaried  agency  directors.    Was  there  not?    A.  Yes,  sir. 

Q.  These  inspectors  of  ag'encies  and  supervisors  and  non- 
salaried  agency  directors  were  allowed  to  participate  by  putting 
in  a  part  of  the  compensation  they  received  into  the  fund  and  in 
case  of  the  death  of  any  inspector  of  agencies  or  supervisor  while 
in  the  company's  service  during  1902,  whether  such  inspector 
of  agencies  or  supervisor  had  become  a  participant  in  Nylic  for 
agency  directors  as  provided,  or  not,  the  estate  of  such  inspector 
of  agency  shall  receive  additional  compensation  from  the  com- 
pany as  follows : 

The  estate  or  beneficiaries  of  an  inspector  of  agencies,  $10,000. 

The  estate  or  beneficiaries  of  a  supervisor,  $7,500. 

Q.  I  don't  understand  what  the  meaning  of  that  provision  is. 
Whether  such  inspector  of  agencies  or  supervisor  shall  have  been 
a  participant  in  Nylic  or  not?  A.  Well,  he  may  elect  under 
that  first  proposition  not  to  deposit  any  of  his  salary. 

Q.  Is  his  estate  to  have  that  benefit  in  any  event?  A.  Then  he 
gets  in  that  event  as  part  compensation  to  him  the  just  benefit. 

Q.  Then  apparently  he  can  get  the  same  emolument  or  his 
estate  can,  without;  putting  up  anything?  A.  Yes,  sir.  That 
was  so  in  the  beginning;  it  is  not  now.  The  mortuary  benefit 
is  independent  of  the  trust  fund  and  does  not  come  out  of  the 
trust  fund. 

Q.  Then  the  mortuary  benefit  for  agency  directors  is  paid 
directly  by  the  company?     A.  By  the  company. 
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Q.  It  doesn't  come  out  of  the  trust  fund?  A.  It  is  part  of  the 
agreement  with  him  from  the  company. 

Q.  To  every  agency  director,  supervisor  or  inspector  of 
agencies  the  death  benefit  is  payable  without  reference  to 
whether  he  is  a  member  of  NyHc  or  not?     A.  Yes. 

Q.  And  that  was  the  original  plan?  A.  That  was  the  original 
plan.     I  think  we  had  no  deaths  whatever  during  the  year  1902. 

Q.  Another  prospectus  was  published  in  1903?  A.  1903,  or 
for  the  year  1903. 

Q.  For  the  year  1903?  Was  the  fund  created  for  the  year  1903 
in  the  same  manner  as  for  the  year  1902?  A.  Yes,  with  the  ex- 
ception that  we  introduced  a  feature  concerning  the  expense 
ratio.  In  other  words,  we  made  some  bonus  offers  to  agency 
directors  for  reducing  the  expense  ratio  while  securing  at  the 
same  time  the  alldtted  amount  of  business  for  the  year. 

Q.  Which  is  the  feature  to  which  you  referred?     A.  Here. 

Q.  As  follows: 

"Each  agency  director  shall  be  advised  by  the  company,  in 
writing,  of  the  expense  ratio  of  his  branch  office  for  the  year 
1902  as  shown  by  the  company's  ratio  book." 

A.  1903,  is  it  not,  Mr.  Hughes?     Does  it  say  1902? 

Q.  This  is  published  in  1902.  That  is  the  basis  of  it.  A.  Oh, 
yes,  I  beg  your  pardon. 

Q.  "The  company  will  make  a  bonus  offer  to  each  agency  di- 
rector for  a  reduction  in  the  expense  ratio  of  1903  to  the  per 
cent,  fixed  by  the  company  in  writing,  conditional,  however,  upon 
an  increase  in  the  amount  of  paid  business  of  the  branch  office 
in  1903,  over  1902.  In  arriving  at  the  expense  ratio  for  1903, 
any  bonus  earned  under  this  proposition  shall  be  included  in  the 
expenses  of  the  business,  but  no  other  bonuses  earned  under 
Nylic  for  agency  directors  shall  be  included  in  the  expense  ratio 
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of  either  1902  or  1903.  The  deduction  in  expense  ratio  required 
will  vary  among  the  different  branch  offices  in  accordance  with 
the  company's  views  of  what  should  be  accomplished.  The 
amount  of  bonus  to  be  paid  by  the  company  under  this  propo- 
sition will  be  such  sum  as  is  fixed  by  the  company  in  writing  to 
each  agency  director." 

A.  I  want  to  say  that  that  has  worked  out  most  beautifully 
by  the  company. 

Q.  In  the  reduction  of  expense  ratio?  A.  It  has  worked  a 
very  beautiful  reduction  of  the  expenses. 

O.  Have  you  a  table  giving  that  reduction?  A.  I  think  I  can 
give  you  an  exhibit  of  some  kind  showing  what  that  has  accom- 
plished. 

Q.  I  would  be  very  glad  to  have  it.  Was  there  any  other 
change  in  this  year?  A.  No,  I  think  not.  Possibly  some 
changes  in  the  members'  agreement  eliminating  any  reference,  I 
think,  to  the  year  1901,  which  was  an 

O.  There  were  no  material  changes?     A.  No,  sir. 

MR.  HUGHES :  The  prospectus  for  1903  I  will  mark  for 
identification. 

(Marked  Exhibit  No.  147.) 

Q.  Then  I  understand  that  this  fund,  made  up  by  the  con- 
tributions from  the  salaries,  bonuses  and  prizes  of  the  agency 
directors  for  1902,  and  contributed  to  by  your  company  in  the 
manner  described,  was  constituted  under  this  scheme  of  1903, 
to  be  held  until  January  i,  1902?     A.  Yes,  sir. 

Q.  The  same  conditions  as  the  other?  A.  The  same  condi- 
tions. 

Q.  Then  in  1904,  another  prospectus  was  issued?  A.  Yes, 
sir. 
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MR.  HUGHES:  We  will  have  that  marked  for  identifica- 
tion. 

(Marked  Exhibit  148,  for  identification.) 

Q.  Were  there  any  changes  in  1904?  A.  There  were  no  mate- 
rial changes. 

Q.  What  do  you  regard  as  material?  A.  I  think  there  were 
some  changes  in  the  wording,  perhaps. 

Q.  Now,  that  really  affected  the  real  working  of  the  scheme? 
A.  The  nature  of  the  scheme. 

Q.  The  mortuary  benefits  in  case  of  death  remained  the 
same?  A.  Yes,  sir.  Perhaps  there  may  have  been  some  changes 
in  the  amount  of  the  benefits. 

Q.  Well,  I  will  read  from  the  prospectus  of  1903  the  fol- 
lowing : 

"In  the  case  of  the  death  of  any  inspector  of  agencies,  while 
in  the  company's  service,  during  the  year  1903,  whether  such  in- 
spector of  agencies  had  become  a  participant  in  Nylic  for  agency 
directors,  as  above  provided  or  not,  the  estate  of  such  inspector 
of  agencies  shall  receive  additional  compensation  from  the  com- 
pany as  follows : 

"The  estate  or  beneficiaries  of  an  inspector  of  agencies, 
$10,000. 

"Agency  directors  employed  by  the  company  otherwise  than 
under  salary,  may  also  participate  in  the  benefits  of  NyHc  for 
agency  directors  in  the  same  manner  that  agency  directors  on 
salary  participate,  except  that  the  amount  of  money  which  they 
may  pay  to  the  trustees  (representing  an  approximate  equivalent 
of  the  amount  that  the  agency  directors  under  salary  pay)  shall 
be  fixed  by  the  company." 
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I  also  note  in  this  prospectus  for  1903  the  following : 

"It  is  the  purpose  of  the  company  to  create  a  similar  fund  dur- 
ing the  year  1904,  and  subsequently  up  to  and  including  the  year 
191 1,  and  the  trustees  of  the  company  will  be  requested  by  the 
agency  department  at  the  beginning  of  each  calendar  year  to 
pass  a  resolution  renewing  for  the  next  year  the  provision  for 
■part  compensation'  for  services  as  rendered" 

as  herein  set  forth. 

That  part,  "part  compensation  for  services  rendered,"  is  the 
heading  for  the  provision  of  death  benefits  ?    A.  Yes,  sir. 

Q.  And  those,  as  I  understand  in  this  case  as  in  the  other,  did 
not  come  out  of  the  Nylic  funds.  A.  Not  come  out  of  the 
Nylic  funds ;  no  connection  with  it. 

Q.  The  prospectus  for  1903  further  says : 

"The  company  reserves  the  right  to  vary  the  provisions  of 
Nylic  for  agency  directors,  to  substitute  new  features,  and  to 
eliminate  provisions  made  for  the  year  1903,  as  it  may  see  fit 
from  year  to  year.  Any  funds,  however,  that, have  once  been 
earned  in  accordance  with  the  programme  outhned  herein  and 
paid  over  to  the  trustees  from  any  source  shall  become  absolutely 
the  property  of  the  beneficiaries  and  shall  be  distributed  accord- 
ing to  the  terms  of  the  agreement  regarding  the  same." 

Now,  in  the  prospectus  for  1904,  Exhibit  148  for  identification, 
instead  of  providing  that  the  agency  director  and  the  estate  or 
beneficiaries  receive  $10,000  there  was  a  scale.  A.  There  is 
always  a  scale  for  agency  directors.  That  other  was  inspectors 
of  agencies  you  just  read. 

MR.  HUGHES :   Strike  out  that  last  question. 
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Q.  Instead  of  providing,  as  heretofore,  for  a  payment  of  $io,- 
000  to  the  estate  or  beneficiaries  of  an  agency  inspector,  it  was 
provided  as  follows : 

"In  case  of  the  death  of  any  such  persons  while  in  the  com- 
pany's service  during  the  year  1904,  the  estate  of  such  deceased 
shall  receive  additional  compensation  from  the  company  as  the 
company  shall  have  previously  fixed  in  writing  in  each  specific 
case." 

Well,  does  the  company  specifically  fix  in  writing  in  the 
case  of  each  agency  inspector?    A.  Inspector  of  agencies. 

Q.  What  shall  be  received  ?    A.   Yes,  sir. 

Q.  In  case  of  death  ?    A.  Yes,  sir. 

Q.  What  amount  is  it?  A.  It  is  $10,000.  I  think  the  reason 
for  the  change  in  the  wording  was  because  we  introduced  there 
some  other  foreign  representatives,  did  we  not?  I  don't  know 
now  why  we  didn't  put  it  in  the  pamphlet. 

Q.  There  was  no  change  in  fact?  A.  There  was  no  change 
in  fact,  no. 

Q.  The  $10,000  provision  remained  the  same  to  be  paid  in 
case  of  death  to  the  estate  or  beneficiaries  of  the  inspector  of 
agencies,  whether  a  participant  in  Nylic  or  not?  A.  Yes,  and 
$7,500  to  supervisors. 

O.  Well,  I  didn't  find  that  in  the  scheme  for  1903.  A.  Then 
that  must  be  the  reason  for  the  change. 

Q.  No,  that  is  dropped  out  of  1903,  when  they  left  the  rest  as 
it  is.    A.  This  is  1904  you  are  reading. 

Q.  Yes,  the  $7,500  was  dropped  out  in  1903  before  the  change 
of  the  wording.     A.  Yes. 

Q.  Then  I  don't  know  what  the  motive  was  there.  A.  We  had 
some  reason  for  it. 

Q.  The  only  difiference  with  regard  to  the  $10,000  payment  is 
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that  prior  to  1904  it  was  stated  in  the  prospectus  to  be  paid  in 
1904;  it  was  provided  that  the  estate  should  receive  such  addi- 
tional compensation  as  the  company  fixes  the  same.  A.  I  think 
that  is  so  in  each  case. 

Q.  In  each  case.  Then  there  is  another  prospectus  for  1905, 
is  there  not?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. , 
(Marked  Exhibit  149  for  identification.) 

Q.  Are  there  any  changes?  A.  Yes,  sir.  The  bonus  of 
twenty-five  cents  for  every  dollar  that  the  agency  director  de- 
posited from  his  salary  is  eHminated  for  the  year  1905.  There 
is  no  bonus  offer  made  based  on  the  salary  deposit.  Then  there 
is . 

Q.  The  other  bonuses  to  be  paid  over  by  the  company  re- 
mained the  same?  A.  I  think  there  is  one  new  one.  I  think 
there  was  a  bonus  offer  made,  but  not  included  in  the  Franklin, 
of  $1  per  thousand  on  the  excess  business  of  each  agency  di- 
rector over  and  above  his  allotted  volume  of  business  for  the 
year  1905,  but  I  think  that  was  put  out  subsequent  to  the  pub- 
lication. 

Q.  The  provision  for  death  benefits  in  the  case  of  agency  di- 
rectors remained  the  same?     A.  Yes,  sir. 

Q.  And  the  provisions  for  death  benefits  in  the  case  of  in- 
spectors of  agencies  and  supervisors  is  the  same  as  it  was  in 
1904?     A.  Yes,  sir. 

Q.  To  which  you  have  already  referred?    A.  Yes,  sir. 

Q.  How  many  beneficiaries  were  there  originally  in  the  fund 
for  1902?    A.  I  don't  believe — there  were  195. 

Q.  How  many  of  those  still  retain  their  participation  ?     A.  1 14. 
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I  am  speaking  now  from  a  card  furnished  me,  subject  to  cor- 
rection. 

Q.  Subject  to  correction.  Then  8i  have  dropped  out,  with- 
drawing under  the  terms  of  the  agreement?     A.  Yes,  sir. 

Q.  What  they  contributed,  with  6  per  cent.,  and  losing  the 
benefits  otherwise  provided  for  ?     A.  Losing  all  of  the  benefits. 

Q.  Now,  when  they  dropped  out  and  withdrew  the  amounts 
they  contributed  from  their  salary  and  bonuses,  did  they  com- 
pany withdraw  the  25  per  cent,  of  such  amounts  which  the  com- 
pany had  contributed?    A.  No,  sir. 

Q.  It  is  left  in  the  fund  for  the  benefit  of  the  115  who  per- 
sist? A.  Yes,  less  the  6  per  cent,  interest  paid  to  those  that 
withdrew. 

Q.  Of  course  the  6  per  cent,  interest  would  be  a  charge  on 
whatever  money  was  made  on  the  investment  of  the  funds  in 
Nylics?  A.  Yes.  If  there  wasn't  that  much  made  it  would 
come  out  of  the  other  funds. 

Q.  Out  of  the  principal  generally?     A.  Yes,  sir. 

Q.  But  the  company,  when  it  once  puts  up  the  money  under 
the  terms  of  the  agreement,  does  not  withdraw  any  part  of  it 
by  reason  of  the  withdrawal  of  any  lapsing  member  of  his  share? 
A.  No,  because  the  conditions  are  that  it  shall  be  left  to  the 
entire  body. 

Q.  How  many  members  or  participants  were  there  originally 
in  the  fund  for  1903?     A.  208. 

Q.  How  many  are  still  participants?  A.  Well,  the  114  which 
I  gave  you  a  while  ago  were  participants  on  December  31,  1904. 

Q.  Of  the  1902  creation?    A.  Yes,  sir. 

Q.  Now,  we  are  speaking  of  1903.  A.  Of  the  1903  creation 
there  was,  on  December  31,  1904,  141  continuing. 

Q.  Now,  how  many  originally  participated  in  the  1904  crea- 
tion?   A.  225. 

Q.  And  how  many  on  December  31,  1904,  remained?  A.  191. 
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Q.  How  many  participated  in  the  fund  for  1905  ?  A.  Well, 
that  we  don't  know.  We  don't  make  that  fund  up  until  the  close 
of  the  year. 

Q.  How  are  the  accounts  of  these  funds  handled?  Do  the 
trustees  have  a  separate  set  of  books?  A.  So  far  as  the  New 
York  Life  Insurance  Company  is  concerned,  the  moneys  are 
paid  over  when  the  accounts  are  made  up  at  the  close  of  the  year 
to  the  trustees  by  check.  What  they  do  with  it  and  how  they 
treat  it  afterwards  we  do  not  know. 

Q.  Do  you  know  who  keeps  the  books,  who  has  charge  of  it, 
as  a  practical  matter?     A.  For  the  trustees? 

Q.  Yes.  A.  I  do  not.  I  have  no  knowledge  of  how  they 
treat  it  or  how  they  invest  it  or  handle  it  among  themselves. 

Q.  Do  the  trustees  make  the  accountings  that  are  required 
from  time  to  time?     A.  Once  a  year. 

O.  In  what  form  are  they  made?  A.  Orally  to  the  directors 
attheagency convention, whichwe  hold  in  January  of  eachyear. 

Q.  Is  any  record  kept  of  those?     A.  No,  sir. 

Q.  Do  the  trustees  make  an  accounting  from  time  to  time  of 
the  funds  held  for  the  first  system  of  Nylic — I  shall  withdraw 
that,  for  there  is  no  trust  there  at  all.  A.  I  thiiik  the  trustees 
make  an  individual — not  accounting — but  they  give  an  indi- 
vidual record  to  each  man. 

Q.  You  are  speaking  now  for  the  trustees  for  the  fund  of 
agency  directors?     A.  Of  Nylic  for  agency  directors. 

Q.  And  in  the  other  case,  for  the  first  system  of  Nylic,  there 
are  no  directors,  the  payments  are  made  directly  by  the  com- 
pany?    A.  Yes. 

Q.  How  do  you  book  the  amounts  that  you  turn  over  to  the 
trustees  for  the  benefit  of  agency  directors  ?  A.  They  charged  it 
all  as  payments — as  payments  to  agency  directors,  and  I  think 
they  are  carried  into  general  bonuses.  I  am  not  familiar  with 
the  bookkeeping  end  of  it. 
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Q.  What  amount  of  money  did  the  New  York  Life  Insurance 
Company  pay  over  to  the  trustees  to  the  creation  of  the  fund  of 
1902  for  agency  directors?  A.  Including  the  cash  deposit  of 
salaries  ? 

Q.  Wait  a  minute.  I  am  asking  what  amount  of  money  the 
New  York  Life  paid  over  as  its  contribution  for  that  fund  inde- 
pendently of  what  was  paid  over  as  part  of  the  salaries  of  the 
various  agency  directors?     A.  $259,296. 

Q.  That  was  for  1902?  A.  1902,  but  that  included  the  1901 
bonus,  that  is  to  say,  it  included  the  bonus  given  by  the  company 
at  the  beginning  of  1902  on  the  1901  deposit. 

Q.  Well,  I  understand  that  $259,296  is  the  total  paid  into  the 
fund  created  for  1902  by  the  company  ?     A.  That  is  correct. 

Q.  Independently  of  what  was  paid  by  the  agency  directors 
themselves?     A.  That  is  correct. 

Q.  What  was  the  total  amount  paid  by  the  agency  directors  to 
that  fund?  A.  I  think,  Mr.  Hughes,  that  the  figures  I  have 
given  you  there  include  the  amounts  deposited  by  the  agency 
director  from  his  1901  bonuses.  I  think  it  includes  that,  but 
not  the  amount  deposited  on  account  of  salary  for  1902. 

Q.  Can  you  separate  that  item  of  $259,296?  A.  I  cannot.  I 
have  not  got  that  separated,  but  from  salaries  the  agency  di- 
rectors deposited  $78,958  during  the  year  1902. 

Q.  And  the  total  fund  for  that  year  from  all  sources  then 
was .     A.  $330,252. 

Q.  Give  the  same  totals,  please,  as  to  the  fund  for  1903?  A. 
Salary  deposits  by  agency  directors,  $104,920;  bonuses  deposited 
by  the  company,  $180,712. 

Q.  Does  that  include  all  the  amounts  paid  into  the  company? 
A.  That  includes  all  paid  that  year. 

Q.  It  happened  to  be  a  good  deal  less  than  the  year  before? 
A.  I  explained  that,  that  the  year  before  the  item  included  the 
1901  bonuses  earned  by  agency  directors,  and  which  they  were 
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entitled  to  under  the  1901  arrangement  to  draw  in  cash.  It  was 
optional  as  to  their  putting  it  in,  and  therefore  in  the  year  1902 
you  have  two  years  really  combined,  you  have  the  optional  year 
of  1901  and  the  year  of  1902  as  provided  in  the  prospectus. 

Q.  What  are  the  data  for  1904?  A.  By  the  agency  directors 
my  card  shows  $122,920,  by  the  company  as  bonuses  $168,952. 

Q.  Making  a  total  of?     A.  Making  a  total  of  $291,873. 

Q.  What  amount  was  withdrawn  from  the  fund  from  1902 
on  the  withdrawal  of  agency  directors  ?  A.  I  have  not  the  with- 
drawals by  years,  but  the  total  amounts  withdrawn  to  date 
amount  to  $116,413,  and  that  is  withdrawals  and  corrections; 
we  have  sometimes  in  readjustments  of  bonuses,  we  have  had  to 
make  corrections. 

Q.  None  of  these  items  that  the  company  pays  over  to  the 
fund  go  under  the  head  of  expenses,  you  do  not  think ;  you  don't 
know  definitely?  A.  Oh,  yes;  all  items  go  under  the  head  of 
expenses. 

Q.  Yes,  in  the  general  head,  but  it  is  segregated  into  an  item 

of  bonuses.     You  think  so — I  do  not  want  to .     A.  I  will  tell 

you  in  a  moment ;  yes,  sir ;  bonuses  of  Nylic  for  agency  directors. 
We  have  it  segregated. 

Q.  Have  you  a  sheet  there  showing  in  detail  income  and  dis- 
bursements?    A.  Yes. 

Q.  I  would  be  glad  to  have  that?  A.  I  had  to  answer  some 
of  your  questions  yesterday  from  it.  I  have  it  for  1903  and  1904. 
There  are  some  figures  on  it  which 

Q.  Have  you  a  clean  sheet?  A.  Well,  those  do  not  matter. 
I  made  them  for  my  own  notation. 

MR.  HUGHES :  This  statement  of  income  and  disbursements 
for  1904  I  should  like  to  have  marked  for  identification. 

(The  paper  was  marked  Exhibit  150,  for  identification.) 
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Q.  I  find  under  head  of  disbursements  for  1904  an  item  of 
bonuses,  $432,601.93.  What  does  that  refer  to?  A.  That  refers 
to  all  bonuses  to  agents  and  agency  directors  as  per  contract. 

Q.  Does  that  include  payments  made  to  Nylic?  A.  No,  I 
think  not.  I  think  they  are  segregated  there,  separate  items. 
This  is  1904  you  speak  of? 

Q.  Yes.  Then  we  have  the  next  item  of  bonuses,  general 
$194,113.32.  What  are  they?  A.  Those  are  general  bonuses 
offered  to  the  entire  field  of  agents  throughout  the  world,  through 
what  we  call  the  bulletin,  such  as  bonuses,  contests  for  single 
months  and  so  forth;  bonuses  other  than  those  provided  for  in 
the  written  agreement  with  the  agents. 

Q.  Then  these  first  bonuses  are  bonuses  provided  for  in  the 
written  agreement?     A.  In  the  written  agreement,  yes. 

Q.  Have  you  produced  to-day  a  form  of  the  present  agree- 
ment?    A.  With  agents? 

Q.  Yes.  A.  Yes,  I  have  not  handed  it  in.  We  have  two 
forms,  one  form  for  whole-time  men  and  one  for  part-time. 

Q.  The  form  you  now  show  me  is  for  whole-time  men?  A. 
Yes. 

MR.  HUGHES :     I  offer  that  in  evidence. 

(Marked  Exhibit  No.  151,  for  identification.) 

Q.  And  the  second  one  is  for  part-time  men?     A.  Yes. 

MR.  HUGHES:     Mark  that  for  identification. 

(Paper  marked  Exhibit  No.  152,  for  identification.) 

THE  WITNESS:  You  have  not  finished  with  the  Nylic 
agency  directors.  I  can  give  you,  Mr.  Hughes,  the  cash  deposits 
on  account  of  salary  for  thus  far  in  the  year  1905. 
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Q.  You  mean  now  in  the  Nylic  for  agency  directors?  A.  Nylic 
for  agency  directors. 

Q.  Yes,  you  may  give  it.  A.  They  amount  to  $146,432,  after 
counting  out  the  withdrawals  and  corrections  which  have  been 
made  down  to  July  i,  1905.  The  total  fund  in  the  hands  of  the 
trustees,  or  turned  over  to  the  trustees  by  the  company,  amounts 

to  $937>777-83- 

Q.  How  many  individuals  are  there  that  are  beneficiaries  in 
that  fund  ?  A.  At  the  present  time  the  maximum  number — -well, 
I  don't  know  at  the  present  time,  but  on  December  31st,  191 
men. 

Q.  Have  any  agency  directors  died  since  the  1st  of  December, 
1904?     A.  Yes,  sir;  I  think  there  have  been  two  or  three  deaths. 

Q.  Have  payments  been  made  to  them?  A.  Payments  have 
been  made  to  them  in  accordance  with  the  programme. 

Q.  How  much  ?  A.  Well,  that  I  don't  know.  I  think  it  prob- 
ably amounts  to  about  $15,000,  I  should  say. 

Q.  Has  that  been  charged  against  the  Nylic  funds?  A.  Yes, 
sir,  in  our  accounts,  but  not  in  the  trustees  account.  It  does  not 
come  out  of  that. 

Q.  I  am  speaking  now  of  agency  directors?     A.  Yes,  sir. 

Q.  Have  any  inspectors  of  agents  died?     A.  No,  sir;  none. 

Q.  So  that  the  Nylic  fund  is  preserved  intact  for  the  survivors? 
A.  Yes. 

Q.  The  persistent  members  until  the  date  fixed  for  distribu- 
tion?    A.  Yes,  sir. 

Q.  While  those  who  die  are  paid  according  to  the  agreement 
by  the  company?  A.  Yes.  The  purpose  of  the  Nylic  for  agency 
directors,  just  as  in  the  case  of  the  Nylic  for  agents,  is  to  bind 
to  the  company  a  body  of  men  who  have  been  trained  and  who 
are  experienced  and  who  have  proven  themselves  successful  for 
the  company.  I  want  to  go  on  record  as  saying  that  in  my 
opinion  these  two  Nylics  have  done  more  than  any  other  one 
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feature  connected  with  the  New  York  Life  Insurance  Company 
towards  building  up  the  business  and  building  up  a  body  of  suc- 
cessful life  insurance  men,  which  we  believe  t"o  be  the  best  in  the 
world,  and  which  during  the  last  year  paid  for  $100,000,000  more 
than  was  paid  for  by  any  other  body  of  life  insurance  men  on 
earth. 

Q.  The  next  item  I  find  in  your  statement  of  disbursements 
after  these  two  items  of  bonuses  and  general  bonuses,  which 
you  have  explained — I  refer  to  the  year  1904 — is  commissions  on 
first-year  premiums,  $6,662,448.64.  Those  are  what  it  imports. 
A.  Yes,  sir. 

Q.  Commission  on  first-year  premiums?  A.  Yes.  You  fig- 
ured it  yesterday  over  50  per  cent.,  but  I  called  your  attention 
to  the  fact  it  was  about  50  per  cent.,  but  I  find  it  is  considerably 
less  than  50  per  cent,  of  the  premium. 

Q.  That  amount  is?    A.  Yes. 

Q.  But  not  if  you  take  the  bonuses?  A.  If  you  take  them  it 
is  slightly  over  50  per  cent. 

Q.  In  addition  to  those  I  find  another  item,  commissions  on 
single  premiums,  $3,429.50.  That  is  single-premium  business 
of  the  year  before?  A.  During  the  year,  commissions  paid  out 
during  the  year  on  single-pemium  business. 

Q.  That  makes  a  total  of  bonuses  and  commissions  on  first-year 
premiums  and  single-year  premiums  of  $7,292,593.39?     A.  Yes. 

Q.  That  is  entirely  independent  of  any  payments  which  may 
be  made  for  Nylic  on  account  of  the  business  written  last  year? 
A.  I  so  understand  it. 

Q.  And  the  total  first-year  premiums  received  last  year  were 
$14,048,536.60?    A.  Yes. 

Q.  Now  we  go  on  with  the  statement  of  disbursements,  and 
we  find  Nylic,  $389,228.64.  That  is  charged  as  renewal  of  com- 
missions?    A.  Yes. 

Q.  That  is  to  original  Nylic?    A.  Yes,  in  lieu  of  renewals. 
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Q.  We   find   below   bonuses   of  Nylic  for   agency   directors, 

$183,877-35?    A.  Yes. 

Q.  That  is  the  payment .     A.  The  payment  made  during 

that  year . 

Q.  To  the  trustees?  A.  To  the  trustees  in  accordance  with 
the  agreement  with  the  agency  directors. 

Q.  We  find  salaries  of  M.  I.  &  A.,  $1,631,052.32.  What  are 
those?  A.  Salaries  of  managers,  inspectors  of  agencies  and 
agency  directors  and  all  other  salaried  men  connected  with  the 
department. 

Q.  I  also  find  an  item  of  conventions,  $1,161,563.36.  Is  that 
the  same  item  to  which  you  referred  yesterday?  A.  That  is  the 
item  of  conventions  of  the  clubs  and  agency  directors,  at  the  be- 
ginning of  the  year  and  any  other  convention  of  agents  which 
the  company  feels  necessary  to  hold  for  instruction  or  encourage- 
ment in  their  work. 

Q.  We  find  the  item  of  salaries,  $900,475.90.  What  salaries 
are  included  in  that  item?  A.  I  think  all  the  home  office  officials 
and  clerical  force  outside  of  those  that  pertain  to  the  agency 
force  which  the  company  has  always  charged  up  to  the  agency 
department,  agency  expenses. 

Q.  I  find  law  expenses  $172,698.42.  You  are  not  familiar 
with  that  department?     A.  I  am  not. 

Q.  Who  would  be  familiar  with  the  items  entering  into  it? 
A.  I  presume  the  Comptroller. 

Q.  And  I  find  an  additional  item  of  expenses  here.  Home 
Office,  $83,356.54.    What  is  that?    A.  I  don't  know. 

Q.  And  here  is  an  item  of  expenses  at  the  end,  simply  ex- 
penses, $243,089.51.  What  is  that?  A.  I  think  that  is  miscel- 
laneous expenses ;  isn't  it  segregated  ? 

Q.  No.  A.  I  think  it  is  postage  and  telegraphing,  express,  mis- 
cellaneous expenses,  but  I  am  not  certain  about  that. 

Q.  Under  what  head  do  you  put  your  branch  office  expenses? 
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I  find  here,  for  example,  B.  O.  clerk  hire,  $1,029,794.79.  Does 
that  mean  clerk  hire  for  your  branch  offices  ?  A.  For  our  branch 
offices  throughout  the  world,  including  the  cashiers. 

Q.  Wherever  we  see  B.  O.  here  it  means  branch  offices? 
A.  Yes. 

Q.  And  you  are  having  made  up  for  me,  I  understand,  a  paper 
which  will  show  what  items  are  the  items  of  disbursements 
properly,  attributable  in  your  judgment  to  the  business  written 
last  year.  Have  you  that  here  ?  A.  I  think  it  is  made  up  now, 
but  I  would  like  to  have  you  take  Mr.  Weeks  on  that,  if  you  do 
not  mind.     He  is  more  familiar  with  it  than  I  am. 

Q.  All  I  want  is  the  document  for  the  moment.  We  will  have 
occasion  to  ask  Mr.  Weeks  a  number  of  questions  later.  A.  Yes, 
sir. 

Witness  produces  papers. 

MR.  HUGHES :  A  statement  is  produced,  which  I  will  offer 
in  evidence  and  read  upon  the  record. 

(The  pai)er  was  marked  Exhibit  153  and  read  by  Mr.  Hughes.) 

EXHIBIT  No.  153. 
"Analyzed  statement  of  premiums  and  expenses  of  the  New 
York  Life  Insurance  Company  for  the  year  1904. 

First  year's  premiums  received $13,988,186.75 

I. 
Acquisition    expenses    being    applicable    to    first 
year's  premiums  as  such  : 

First,  direct  acquisition  expenses — 

Commissions,  first  year's  and  advances 7,267,893 .  54 

Bonuses    810,592.60 

Physicians'  fees   841,001 .  20 

Investigation  of  risks   I7^'i55 -O^ 

$9,097,642.35 
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II. 

Estimate  indirect  acquisition  expenses — 

Advertising    144,403 .47 

Telegrams  and  telephone 57,504.61 

Agents'  conventions  and  clubs 194,432.48 

25  per  cent,  of  H.  O.  Salaries 225,118.98 

60  per  cent,  of  H.  O.  Agency  expenses 110,161.24 

70  per  cent,  of  salaries  of  managers,  inspectors 

and  agency  directors 141,736.62 

70  per  cent,  of  traveling  expenses 372,728.29 

40  per  cent,  of  B.  O.  Clerk  Hire 411,917.92 

40  per  cent,  of  B.  O.  fixtures 67,969.49 

25  per  cent,  of  rent,  Company's  offices 181,275.  ^9 


$2,907,288.29 
9,097,642.3s 


$12,005,090.64 
Renewal  premiums $64,568,709 .  73 

Renewal  expenses — 
Commissions    and    collection    fees    on    renewal 

premiums    $1,671,349.19 

Renewal  commissions   commuted 121,837.60 

Nylic    389,228.64 

$2,182,415.43 

Entire  premiums   $78,556,896.48 

Expenses     estimated     as     applicable     to     entire 
premiums : " 

Q.  I  understand  by  that  that  those  are  expenses  which  have  not 
been  applied  solely  to  first  year  or  solely  to  renewals  ?     A.  Yes. 
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O.  That  are  applicable  to  the  entire  premiums  as  such  ?     A.  I 
so  understand  it. 

Q.  And  are  not  separate?     A.  No. 

MR.  HUGHES  (reading) : 

75  per  cent,  of  H.  O.  Salaries $675,356.92 

40  per  cent,  of  H.  O.  Agency  expenses 73,440.82 

30  per  cent,  salaries  of  Managers,  Inspectors  and 

Agency  Directors    489,315 .  70 

30  per  cent,  taveling  expenses 159,740.69 

60  per  cent.  B.  O.  Clerk  Hire 617,876.87 

60  per  cent.  B.  O.  fixtures 101,954.23 

25  per  cent,  rent.  Company's  offices 543,825 .  57 

Printing    210,827.90 

Stationery    209,570 .  93 

Postage   286,482.38 

Expenses    243,089.51 

Expenses  for  equipment 31.433-35 

Expenses  of  Home  Office 83,356 .  54 

Branch  Office  exchange 6,847.91 

Branch  Office  express 34,728 .  74 

Branch  Office  sundries 49,006. 19 

Law  expenses   172,698.42 

Taxes  other  than  on  real  estate 906,189. 15 


$4,895,741-82 

Q.  You  have  also  prepared  a  similar  statement  for  the  year 
1903?     A.  Yes,  sir. 

MR.  HUGHES :     I  offer  that  in  evidence. 

.(Admitted  and  marked  Exhibit  154  and  read  by  Mr.  Hughes.) 
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MR.  HUGHES :  I  also  wish  to  note  upon  the  record  the  com- 
pensation paid  to  agents  under  the  form  of  agreement  Exhibit 
151   for  identification,  for  old-time  agents. 

Q.  Now  the  second  form  which  you  have  produced  for  part- 
time  agents  gives  the  same  as  the  first  form  so  far  as  the  com- 
missions are  concerned  on  original  cash  premiums  for  first  year 
insurance?     A.  Yes. 

Q.  And  it  provides  for  no  renewal  commissions  whatever? 
A.  None  whatever. 

Q.  It  provides  for  bonsuses  as  the  same  may  be  agreed  upon 
in  particular  cases?     A.  Yes,  but  never  more  than 

Q.  Never  more  than  appear  in  the  whole-time  agency  con- 
tracts? A.  Yes,  for  sizes  of  policies.  Those  bonuses  are  for 
sizes  of  policies. 

Q.  Yes.  Under  paragraph  B,  which  I  read  in  the  first  con- 
tract?   A.  Yes. 

THE  "WITNESS:  I  would  like  to  say  in  regard  to  those  con. 
tracts,  in  explanation  of  the  former  statement  that  I  made  the 
other  day,  that  we  introduced  this  contract  on  or  about  January 
ist,  1900.  Prior  to  that  time  we  had  made  various  kinds  of  con- 
tracts according  to  the  section  of  the  country  and  the  importance 
that  we  attached  to  getting  the  man.  That  is  to  say,  we  had  no 
uniformity  of  action.  We  negotiated  and  dealt  with  the  in- 
dividual. So  we  introduced  this  contract  on  or  about  January 
T,  1900,  and  for  the  next  year  or  two  we  made  it  almost  ex- 
clusively, but  did  make  some  contracts,  a  few,  on  the  old  form- 
At  the  present  time  we  make  none  except  the  present  contracts 
in  the  domestic  field. 

Q.  What  contracts  do  you  make  in  other  fields  than  the  do- 
mestic? A.  In  Europe  we  have  only  within  the  last  year — ^that 
is  to  say  the  last  year  and  a  half,  introduced  this  form  of  con- 
tract, and  we  are  rapidly  introducing  it  throughout  the  various 
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countries  of  Europe  so  far  as  we  can  do  so.  Of  course  in  har- 
mony with  the  general  plan  of  other  companies  in  those  territories. 

Q.  What  regulations  are  there  with  regard  to  the  payment  of 
commissions  in  Germany?  A.  In  Germany  we  are  allowed  to 
pay  not  to  exceed  I  think  it  is  50  per  cent,  commission  the  first 
year  to  any  agent  and  the  average  commission  to  the  agents  in 
Germany  must  not  exceed  40  per  cent,  on  the  first  year's  premium 

Q.  And  that  includes  bonuses  and  payments  of  every  descrip- 
tion? A.  No,  sir;  that  is  commissions.  We  would  be  per- 
mitted to  pay  salaries  in  addition  to  that  if  we  saw  fit.  That  in- 
cludes what  would  be  called  a  commission  on  the  premium. 

Q.  On  the  premium?     A.  Yes. 

Q.  How  do  you  pay  bonuses  for  additional  premiums  ?  A.We 
do  not.  We  have  two  or  three  contracts  in  Germany,  I  think,  on 
salaried  managers,  but  it  is  not  the  rule. 

Q.  You  mean  to  say  you  could  have  a  straight  salary  arrange- 
ment without  conflicting  with  that  rule?  A.  That  is  my  under- 
standing. 

Q.  But  if  an  agent  is  on  commission,  you  could  not  give  him 
an  additional  compensation?     A.  Not  the  first  year. 

Q.  Not  against  the  first  year's  premium?  A.  Not  against  the 
first  year's  premium. 

Q.  This  is  a  regulation  by  law,  is  it  not?  A.  No,  sir;  it  is 
the  regulation  of  the  Bureau  of  Insurance,  I  think,  in  order  to 
protect  the  German  companies  against  American  competition. 
They  have  a  different  system  from  that  of  the  New  York  Life. 
They  compensate  their  agents  by  long  time  renewals.  They 
know  we  do  not,  and  therefore  by  limiting  our  first  year's  com- 
mission, they  of  course  preserve  a  distinct  advantage  in  the  field 
of  securing  solicitors  for  the  German  companies.  I  know  of 
no  other  reason  or  motive  that  could  have  made  them  make 
this  requirement. 
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Q.  Then  I  understand  no  bonuses  or  additional  payments  are 
given  to  agents  in  Germany?     A.  I  think  not  by  contract. 

Q.  Are  the  contracts  there  submitted  to  governmental  in- 
spection?    A.  No,  sir,  not  specifically,  but  only  this  general  rule_ 

Q.  How  is  that  rule  enforced,  as  a  practical  matter?  A.  I 
think  they  rely  upon  the  statement  of  the  general  manager  of  the 
Company  for  Germany  and  also  can  check  it  up  by  the  returns  at 
the  end  of  the  year  made  to  the  German  government  for  the 
German  business. 

Q.  Who  is  in  charge  of  your  German  business?  A.  Mr.  W. 
E.  Ingersoll. 

Q.  He  is  over  there ?  A.  He  is  in  Paris  and  has  been  for  more 
than  thirty  years,  and  is  second  vice-president  and  in  charge  of 
our  European  business. 

Q.  Who  in  the  home  office  is  in  charge  of  your  German  busi- 
ness?    A.  From  the  agency  standpoint  I  am. 

Q.  So  I  can  ask  you  about  these  matters ?     A.  Yes,  sir. 

Q.  Take  other  countries  besides  Germany,  what  compensation 
do  you  pay  to  agents?  A.  There  are  no  restrictions  in  any  othe^" 
country  besides  Germany,  and  we,  as  stated,  are  rapidly  bringing 
all  countries  into  harmony  with  the  domestic  plan  of  contract, 
but  we  have  not  done  so  as  a  whole  yet.  In  France  we  have 
practically  the  domestic  contracts.  In  England  we  are  gradually 
putting  it  into  effect  and  changing  from  the  old  system,  the  old 
system  in  England  was  largely  a  salaried  system.  In  Russia 
since  1905  we  have  introduced  this  contract  and  it  is  the  only 
contract  they  are  permitted  to  make  in  Russia.  We  have  the 
same  general  programme  throughout  Europe,  as  we  have  here, 
viz.,  the  branch  office  system,  with  an  agency  director  or  manager 
on  a  salary  and  a  cashier  on  a  salary.  There  are  only  two  ex- 
ceptions to  that  programme  that  I  have  in  my  mind  now  in  all 
Europe,,  and  those  are  the  old-time  general  agency  contracts, 
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which  we  have  not  disturbed  but  which  we  expect  to  as  soon  as 
we  can  get  around  to  it. 

Q.  How  is  it  in  Australia?  A.  In  Australia  we  have  very 
largely  the  American  programme,  that  is  to  say,  salaries  and 
commissions,  and  they  make  some  contracts  and  some  guar- 
antees. 

Q.  Under  whose  charge  is  the  Australian  business?  A.  At 
the  home  office  under  my  general  supervision.  All  agency  affairs 
are  under  my  supervision  and  associated  with  me  in  that  is  Mr. 
E.  R.Perkins,  second  vice-president. 

Q.  In  these  statements  you  have  furnished  of  the  premiums 
and  expenses  for  the  years  1904  and  1903,  Exhibits  153  and  154 
you  have  stated  all  the  premiums  from  different  sources  derived 
without  references  to  the  field?  A.  Yes,  sir,  and  all  the  ex- 
penses. 

Q.  Now,  you  have,  I  suppose A.  All  the  expenses  with 

the  exception  of  real  estate,  taxes  and  repairs  on  real  estate. 

Q.  You  have,  I  suppose,  statements  which  segregate  the  busi- 
ness of  different  countries,  the  premiums  received  and  the 
expenses  incurred  in  those  countries  respectively?  A.  We  have 
it  segregated  as  between  what  we  call  domestic  and  European. 

Q.  Well,  have  not  you  it  segregated  with  regard  to  different 
countries  in  Europe?  A.  I  think  we  have  some  figures  that  will 
answer  your  purpose  on  that. 

Q.  But  you  have  readily  at  hand  the  statements  of  the  results 
of  the  business  for  Europe?  A.  Just  exactly  in  the  same  way 
as  you  have  it  here. 

Q.  Can  you  bring  those  in  after  lunch ?  A.  I  don't  think  they 
could  be  prepared  as  soon  as  that. 

Q.  I  thought  you  might  have  them.  I  have  not  asked  for 
them  before.     A.  No,  sir. 

Q.  I  do  not  mean  to  imply  they  should  be  ready,  if  you  do  not 
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happen  to  have  them?     A.  No,  sir,  they  are  not  drawn  ofE  the 
books. 

Q.  I  should  Hke  to  know  just  what  proportion  of  the  first  year's 
premiums  received  were  derived  from  the  business  in  the  United 
States?     A.  Yes,  sir. 

Q.  And  apart  from  other  countries?  A.  Would  you  be  satis- 
fied to  say  the  domestic  business  ?  That  is  to  say  the  business — 
we  have  it  divided  into  two  categories,  the  Paris  direction,  which 
covers  Europe  and  South  Africa,  goes  through  the  European 
direction,  and  the  rest  we  treat  as  domestic  business,  that  is  to 
say  it  comes  through  the  home  office  here. 

Q.  Where  does  Australia  come  in?  A.  That  comes  from  the 
home  office. 

Q.  I  should  like  to  have  that  separated?  A.  I  should  be  very 
glad  to. 

Q.  And  Mexico  for  example?     A.  Yes. 

Q.  And  South  America?  A.  Yes,  sir,  I  can  give  you  the 
figures. 

Q.  Those  can  be  properly  separated,  I  should  think.  A.  Per- 
haps not  on  this  basis,  but  I  think  perhaps  I  can  give  you  figures 
that  will  satisfy  you. 

Q.  And  the  United  States  and  Canada?  A.  I  am  only  too 
pleased  to  do  this,  Mr.  Hughes,  because  the  general  impression 
that  our  foreign  business  is  excessively  expensive  is  entirely  in- 
accurate. 

Q.  Well,  we  want  to  get  at  the  facts  of  that.  We  want  to  know 
whether  you  are  extending  your  business  in  foreign  countries  at 
the  expense  of  the  policy  holders  of  the  United  States.  We  want 
to  get  at  the  actual  facts  about  that.     A.  Yes. 

Q.  And  to  do  that  I  suggest  that  you  segregate  the  business  so 
the  United  States  and  Canada  will  appear  by  themselves  in  one 
category,  Mexico  and  South  America  in  another,  and  then  you 
can  take  the  countries  of  Europe  and  Australia Do  you  do 
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business   in  Africa?     A.  South  Africa   and  also   North  Africa. 
North  Africa,  all  the  African  business  goes  through  Europe. 

Q.  And  in  Asia?  A.  Yes,  we  do  a  business  in  the  Orient,  and 
in  India. 

Q.  I  should  suppose  that  would  be  a  category  by  itself?  A. 
Yes,  it  is  a  very  small  part  of  the  business.  I  don't  think  we  can 
give  it  to  you  segregated  in  this  way,  because  that  would  be  a 
very  long  task. 

Q.  Well,  you  can  do  this,  you  can  give  me  the  first  year's  pre- 
mium?    A.  Yes. 

Q.  And  you  can  give  me  what  you  call  here  the  direct  acqui- 
sition expenses  of  commissions, bonuses  and  physicians'  fees?  A. 
I  can  give  you  the  whole  extent  anyhow  you  say. 

Q.  And  you  can  also  give  indirect  acquisition  expenses?  A.  I 
don't  think  there  are  any  indirect  acquisition  expenses  there. 

Q.  Do  not  the  home  office  salaries  at  all  apply  to  what  you  do 
in  Australia?  A.  It  applies  to  what  we  do  as  a  whole  on  all  the 
business. 

Q.  Yes,  but  you  do  not  think  you  could  apportion  that  satis- 
factorily between  those  parts  of  the  business  ?     A.  It  would  be  a 
very  extensive  statement  but  I  will  bring  you  all  we  can,  and  then 
if  you  want  more  you  can  have  it. 
Q.  That  is  a  very  kind  offer. 

THE  CHAIRMAN:  Mr.  Hughes,  this  may  be  a  convenient 
place  to  suspend. 

MR.  HUGHES:  Yes,  May  I  ask  one  more  question.  Then  I 
can  excuse  the  witness. 

Q.  Who  figured  these  percentages  that  are  in  these  statements 
of  1903  and  1904  in  dividing  the  various  expenses  between  the 
first  year's  premiums,  the  renewal  premiums  in  taking  a  series 
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applicable  to  the  entire  premium?  A.  I  think  that  was  done 
on  consultation  with  Mr.  Perkins,  who  was  formerly  in  the  agency- 
department  some  years  ago,  and  in  consultation  with  Mr.  Weeks. 

Q.  Formerly  actuary  and  now  vice-president?  A.  Now  sec- 
ond vice-president,  then  actuary. 

Q.  This  may  be  regarded  then  as  the  official  statement  of  the 
Company  of  their  views  of  the  propriety  of  the  division  of  ex- 
penses? A.  It  is  drawn  off  from  the  book  which  we  keep  regu- 
larly every  raonth  and  every  year  for  our  own  internal  examina- 
tion and  information. 

THE  CHAIRMAN:  The  Committee  will  take  a  recess  until 
2:isP.M. 
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AFTER  RECESS. 
2. IS  P.M. 

MR.  HUGHES:  A  letter  has  been  received  by'the  Committee 
from  the  Honorable  Grover  Cleveland,  Chairman  of  the  Trustees, 
tmder  deed  of  trust  of  certain  shares  of  stock  of  the  Equitable 
Life  Asstirance  Society,  explanatory  of  the  plans  of  the  trustees 
which  I  will  oGer  in  evidence. 

(Marked  Exhibit  155  and  read  by  Mr.  Hughes.) 

MR.  HUGHES:  To  the  letter  is  appended  Exhibit  A,  the 
trust  agreement  between  Thomas  F.  Ryan  and  Grover  Cleveland 
and  Morgan  J.  O'Brien  and  George  Westinghouse,  trustees. 
This  has  already  been  introduced  in  evidence. 

Also  Exhibit  B,  copy  of  first  address  made  to  policyholders 
by  the  trustees,  dated  June  16,  1905,  which  I  will  also  introduce 
in  evidence. 

(Marked  Exhibit  156.) 

MR.  HUGHES:  There  is  also  Exhibit  C,  copy  of  a  second 
address  made  to  policyholders  by  the  trustees,  which  I 
will  also  introduce  in  evidence. 

(Marked  Exhibit  157.) 
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MR.  HUGHES:  Mr.  Winthrop,  will  you  take  the  stand. 

HENRY  ROGERS  WINTHROP,  called 'as  a  witness,  being 
duly  sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Winthrop,  you  reside  in  the  city  of  New  York?  A. 
Yes,  sir. 

Q.  What  is  your  occupation?  A.  Assistant  secretary  of  the 
Equitable  Life  Assurance  Society. 

Q.  How  long  have  you  been  assistant  secretary?  A.  Since 
February,  1903. 

Q.  Were  you  previously  connected  with  the  Society?  A.  I 
was  employed  as  a  clerk  from  January,  1902. 

Q.  I  have  asked  the  Equitable  Life  Assurance  Society  to  pre- 
sent a  statement  of  the  syndicate  participations  of  that  society, 
with  details  as  to  managers,  allotments,  terms,  amounts  of  calls 
and  results.  Have  you  produced  such  a  paper?  A.  That  has 
been  prepared,  yes,  sir,  from  our  records. 

Q.  Is  this  paper  which  you  produce  a  complete  statement  from 
your  records  of  such  syndicate  participations?  A.  We  believe 
it  to  be  so. 

MR.  HUGHES:  I  will  have  it  marked  for  identification. 
(Marked  Exhibit  157  for  identification.) 

Q.  I  also  asked  the  Society  to  furnish  the  Committee  with  a 
record  of  purchases  and  sales  of  securities  for  the  last  ten  years. 
Have  you  prepared  such  record?  A.  Those  are  the  records  tor 
the  past  five  years ;  the  previous  five  years  are  being  prepared. 

Q.  And  these  records  for  the  past  five  years  are  complete 
from  your  books?     A.  I  believe  so,  yes. 
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MR.  HUGHES:  The  records  of  purchases  may  be  marked  for 
identification,  from  January  ist,  1900,  to  September  ist,  1905. 

(Marked  Exhibits  158,  158A,  1586,  158C,  is8D  and  is8E.) 

MR.  HUGHES:  Also  mark  for  identification  record  of  sales 
of  securities  from  January  ist,  1900,  to  September  ist,  1905. 

(Marked  Exhibits  159,  1S9A,  1596,  1S9C,  1S9D  and  1S9E.) 

Q.  The  first  syndicate  mentioned  upon  this  list,  Exhibit  157 
.  for  identification,  is  the  syndicate  account  of  the  Union  Pacific 
Railway  Bonds,  managers,  Kuhn,  Loeb  &  Co.,  allotment  $750,- 
000.  I  see  no  date  mentioned  there.  Can  you  tell  me  approxi- 
mately the  date  of  that  ?  A.  The  first  date  where  this  appears 
on  our  books  is  November  nth,  1895,  ''^hen  i  per  cent,  was 
called  for  expenses. 

Q.  I  see  under  the  head  of  allotments  the  words  Mercantile 
Trust  Company.  What  do  they  mean?  A.  That  our  partici- 
pation was  a  part  of  the  Mercantile  Trust  Company's  partici- 
pation. 

Q.  Do  you  know  what  trie  extent  of  the  Mercantile  Trust 
Company's  participation  was?     A.   No,  sir. 

i    Q.  Do  you  know  what  other  persons  participated  in  the  par- 
ticipation of  the  Mercantile  Trust  Co.?     A.  No,  sir. 

Q.  I  find  a  blank  under  the  head  of  terms.  Do  you  know 
what  the  terms  were  ?  A.  We  have  not  a  copy  of  the  syndicate 
agreement. 

Q.  Under  that  syndicate  there  was  called,  I  take  it,  the  full 
amount  of  the  allotment,  $750,000  which  was  paid  in  three  pay- 
ments of  ten  per  cent,  on  December  26th,  1895,  10  per  cent,  on 
January  6th,  1896,  and  80  per  cent,  on  November  i8th,  1897? 
A.  Yes,  sir. 
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Q.  Then  I  understand  those  bonds  were  sold.  Or,  what  was 
done  to  effect  the  realization  ?  A.  Evidently  the  syndicate  man- 
agers sold  the  bonds  because  it  appears  here  that  the  i  per  cent, 
for  expenses  was  returned  and  then  50  per  cent,  of  the  sub- 
scription was  returned  and  then  the  remaining  50  per  cent,  was 
returned  on  various  dates. 

Q.  So  the  bonds  were  sold  by  the  syndicate  managers  and  the 
amounts  that  had  been  called  were  returned  to  the  Society.  I 
find  no  entry  of  profits  on  the  transaction.  Were  any  such 
profits  realized?     A.  Not  that  I  know  of. 

Q.  Do  the  books  of  the  Society  show  that  the  Society  received 
any  profits  whatever?     A.  I  believe  not. 

Q.  Do  you  know  whether  in  fact  there  were  profits  made 
on  those  syndicate  transactions?     A.  I  don't  know,  sir. 

Q.  The  next  syndicate  is  St.  Paul  and  San  Francisco  Under- 
writing syndicate,  managers  J.  Kennedy  Todd  &  Co.,  J.  &  W. 
Seligman  &  Co.  and  Asberg,  Goldberg  &  Company  and  the  first 
date  I  find  is  April  30th,  1896.  That  is  the  first  date  on  your 
books?     A.  Yes,  I  have  a  copy  of  it  here. 

Q.  The  allotment  to  the  Equitable  Society  is  stated  to  be 
$100,000  and  to  have  been  from  the  Mercantile  Trust  Company. 
Does  that  mean  that  that  is  a  part  of  the  Mercantile  Trust 
Company's  participation  in  that  syndicate?     A.   I  presume  so. 

Q.  Do  you  know  who  the  other  participators  in  the  share  of 
the  Mercantile  Trust  Company  were  ?     A.  No,  sir. 

Q.  I  find  that  there  was  a  call  for  $100,000  in  April,  1896, 
and  the  amount  was  subsequently  returned.  There  is  no  state- 
ment here  of  profits  derived  on  that  syndicate.  Is  there  any 
entry  on  the  books  of  the  Society  of  any  profits  having  been 
received?     A.  I  believe  not. 

Q.  Do  you  know  whether  any  profit  was  actually  made  on  the 
operations  of  the  syndicate  ?     A.  I  don't  know,  sir. 

Q.  Next    i%    Northern    Pacific.     Syndicate   managers    J.    P. 
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Morgan  &  Co.,  Deutscher  Bank,  the  first  date  mentioned  is 
August,  1896,  and  the  amount  of  the  allotment  is  not  stated. 
Do  you  know  what  the  amount  is?     A.  I  do  not,  sir. 

Q.  Is  there  any  record  on  the  books  of  what  the  amount  is? 
A.  No,  sir. 

Q.  The  only  record  on  the  books  of  the  Equitable  Life  Com- 
pany is  to  the  effect  that  payments  were  made  on  such  a  syn- 
dicate participation  and  moneys  received?     A.  Yes,  sir. 

Q.  I  find  that  $114,589.58  were  paid  upon  that  participation, 
and  then  under  the  head  of  the  results  I  find  a  number  of  re- 
ceipts, the  first  one  being  February  2d,  1897,  commissions 
$33.333-33-     What  does  that  mean?      A.  I  don't  know,  sir. 

Q.  It  means-  that  amount  was  received  by  the  Society  ?  A. 
That  is  it  probably,  yes. 

Q.  Does  it  mean  its  share  of  profits  on  the  syndicate  operations  ? 
A.  It  may  have  been;  I  don't  really  know.  These  are  the 
entries  as  taken  from  our  books. 

Q.  That  appears  to  have  been  allotted  as  a  share  of  the  Mer- 
cantile Trust  Company's  participation  ?     A.  Yes,  sir. 
Q.  You  don't  know  who  else  participated?     A.  No,  sir. 
Q.  It  is  not  stated  here?     A.  No,   sir. 
Q.  Or  the  terms   of  the   syndicate?     A.  No,   sir. 
Q.  The  next  syndicate  is  St.  Louis  &  Iron  Mountain  Railwcty 
Second  mortgage  5s,  managers  Vermilye  &  Co.     The  first  date 
is  May,   1897,  the  amount  of  the  allotment  is  not  stated.     Is 
there  nothing  on  the  books  to  show  the  amount?     A.  No,  sir. 

Q.  That  is  also  a  share  apparently  of  the  Mercantile  Trust 
Company's  allotment,  is  that  right?     A.  Yes,  sir. 

Q.  Do  you  know  who  else  participated  in  the  allotment  of  the 
Mercantile  Trust  Co.?    A.  No,  sir. 

Q.  I  find  the  payments  made  amounting  in  the  aggregate  to 
$555,000  and  a  transfer  of  March  31st,  1898,  to  bond  account  of 
a  similar  amount.     Then  I  take  it  that  bonds  were  withdrawn 
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for  investment?  A.  I  don't  know  whether  they  were  or  not, 
sir;  whether  they  were  the  result  of  the  syndicate  or  withdrawn. 

Q.  The  next  syndicate  is  tinder  date  of  April  21st,  1897,  New 
York  Central  &  Hudson  River  Refunding  syndicate,  managers, 
J.  P.  Morgan  &  Co.,  syndicate  formed  to  refund  the  New  York 
Central  &  Hudson  River  and  the  New  York  &  Harlem,  allotment, 
$2,000,000.  That  was  direct  from  the  syndicate  managers?  A. 
Yes,  sir. 

Q.  Is  that  syndicate  closed?     A.  It  is  still  open. 

Q.  On  the  participation  of  $2,000,000  in  that  syndicate  the 
Equitable  has  paid  $460,000?     A.  Yes,  sir. 

Q.  And  it  has  received  so  far  $280,000  apparently  refunds  on 
account  of  the  amounts  called?     A.  Yes. 

Q.  No  profits  have  yet  been  received?     A.  No,  sir. 

Q.  Did  any  individuals  that  you  know  of  participate  in  that 
.syndicate  allotment  to  the  Equitable  Society?  A.  Not  that  I 
know  of. 

Q.  Or  that  you  have  any  record  of  in  your  books  or  papers? 
A.  No,  sir. 

Q.  The  next  syndicate  is  Chicago,  Rock  Island  and  Pacific  4's, 
syndicate's  managers,  Speyer  &  Co.  The  amount  of  the  allot- 
ment is  not  stated  and  nothing  to  show  that  on  your  books? 
A.  No. 

Q.  The  amount  called  appears  to  be  $750,000,  with  a  small 
amount  for  expenses,  $373,  and  then  there  is  a  transfer  to  bond 
account  of  $750,000.  Does  that  mean  they  were  withdrawn  for 
investment?  A.  I  don't  know  whether  they  were  withdrawn  or 
whether  it  was  the  result  of  the  syndicate. 

Q.  There  is  no  entrj--  of  any  profits  in  your  books  on  that 
transaction?     A.  No. 

Q.  The  next  syndicate  is  New  York  City  3  ,^'s  stock  syndicates 
from  City  Chamberlain.  Explain  that,  please.  A.  The  first 
entry. appearing^on]^the^books  is  August  i6th,  1898,  where  the 
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society  paid  out  $1,049,400,   evidently  for  a  participation  of 
$1,000,006  in  New  York  City  ^yi  bonds. 

Q.  To  whom  was  the  payment  made  ?  A.  The  City  Chamber- 
lain, I  believe. 

Q.  You  have  no  record  of  any  dealings  with  any  syndicate 
managers  in  that?     A.  I  believe  none  appear  on  our  books. 

Q.  Why  do  you  put  it  down  then  as  a  syndicate  if  you  dealt 
direct  with  the  City  Chamberlain?     A.  I  don't  know,  sir. 

Q.  It  would  look  as  though  you  had  made  a  bid  and  got  the 
bonds  direct  from  the  Chamberlain.  The  next  syndicate  is 
Central  Refunding  Syndicate,  manager,  Speyer  &  Company 
allotment,  $500,000,  on  which  $50,000  was  paid  on  March  nth, 
1899,  the  same  amount  being  returned  on  October  15th,  1899. 
Has  that  syndicate  been  closed?     A.  We  are  looking  up  that. 

Q.  There  is  no  entry  here  of  any  profits?  A.  I  could  not 
make  out  that  myself  either. 

Q.  You  find  no  entries  of  profits  being  received?     A.  No,  sir. 

Q.  The  next  syndicate  is  Cleveland,  Canton  &  Southern 
Syndicate.  I  find  no  entry  of  managers  or  allotments.  Explain 
where  you  got  the  information  for  that  itern?  A.  From  the 
journal  in  the  security  department  shows  all  the  moneys  going 
out  or  coming  for  the  purchase  of  sale  of  securities. 

Q.  It  appears  from  that  that  on  September  26th,  1899,  there 
was  a  million  dollars  paid  to  somebody?     A.  Yes,  sir. 

Q.  To  whom  was  it  paid?  A.  I  don't  know.  I  suppose  we 
can  find  that  out. 

Q.  That  would  indicate  perhaps  the  syndicate  managers  or 
something  of  the  transaction?     A.  Yes. 

Q.  Then  from  time  to  time  there  were  repayments  on  account 
of  that  amount  called,  were  there  not?     A.  Yes. 

Q.  Down  into  1901,  but  there  is  no  statement  here  of  any 
profits  realized.     Were  there  any  profits?     A.  I  don't  know. 

Q.  Is  there  any  account  in  the  books  of  the  Equitable  Life 
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Assurance  Society  to  which  profits  from  syndicates  are  entered 
— any  special  account?     A.  I  believe  not. 
Q.  Of  profits  on  syndicates  ?     A.  No,  sir. 

Q.  Where  do  you  look  for  such  items?  A.  Either  in  profits 
or  loss,  or  to  reduce  the  cost  of  the  bonds  if  we  received  any 
bonds  as  the  result  of  the  transaction,  or  purchased  any  such 
bonds. 

Q.  Have  you  looked  sufficiently  to  be  able  to  state  that 
there  is  no  entry  showing  the  receipt  of  profits  in  these  cases 
where  I  find  no  statement  of  the  receipt  of  profits  on  the  list? 

A.  I  have  not  made  up  any  of  these  figures  personally  so  I 

Q.  But  it  has  been  done  under  your  direction?     A.  Yes. 
Q.  With  instructions  to  make  it  complete?     A.  Yes,  sir. 
Q.  Well,  you  have  reason  to  believe,  have  you  not,  that  profits 
were  made  in  these  cases?     A.  No,  I  have  not. 
Q.  You  don't  know  about  it?     A.  No,  sir. 
Q.  The  next  item  is  November  14th,  1900,  Southern  Pacific 
two  to  five  year  four  and  one-half  gold  bond  syndicate,  man- 
ager, Speyer  &  Co.     Allotment  $250,000,  received  from  G,  H. 
Squire    and    associates.      The    syndicate    was    formed    after 
Speyer  &  Company  had  bought  from  the  Southern  Pacific  Com- 
pany— is  that  ten  millions ?     A.  Ten  millions. 

Q.  $10,000,000  5  year  ^}4  Bonds  at  94)^  and  Int.  with  an 
option  of  buying  all  or  any  part  of  $5,000,000  of  the  same  bonds 
at  the  same  price  on  or  before  June  ist,  1901.  The  syndicate  to 
continue  to  December  ist,  1901,  unless  sooner  dissolved  by 
them,  the  management  thereof  entirely  in  their  hands.  The 
Southern  Pacific  pays  them  a  commission  of  one  per  cent,  on 
the  firm  bid  and  upon  the  above  bonds  as  called.  That  is,  the 
Southern  Pacific  pays  Speyer  &  Company.     A.  Yes. 

Q.  That  is  the  statement  of  the  transaction  as  you  elicited 
it  from  the  records  of  the  company.  A.  Yes  from  the  syndicate 
agreement. 
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Q.  Under  that  the  amount  called  at  94  and  Int.  $201,285 
on  December  3d,  1900,  which  amount  has  been  returned  or  was 
returned  in  January,  1901?     A.  Yes,  sir. 

Q.  There  is  no  statement  there  of  any  profit?     A.  No. 
Q.  You  find  no  record  of  any?     A.  I  have  not. 
Q.  Who  is  G.   N.  Squire?     A.  He  was  the  former  financial 
manager  of  the  Equitable. 

Q.  How  long  was  he  financial  manager?  A.  I  think  for  a 
period  of  about  four  years.     It  was  before  my  time. 

Q.  Until  what  time?  A.  He  was  taken  ill  about  the  middle  of 
last  October,  has  since  been  out  of  active  business. 

Q.  Was  he  a  member  of  the  Board  of  Directors  or  Trustees? 
A.  Yes. 

Q.  Is  he  still  a  director?  A.  He  resigned  some  few  months 
ago. 

Q.  The  office  of  financial  manager  was — what  were  the 
duties  of  that  office?  A.  It  was  an  office,  I  believe,  created  for 
him.  While  not  an  officer  under  the  By-Laws  he  had  certain 
powers  given  him  by  the  Board  of  Directors,  that  is,  in  the  by- 
laws there  were  special  powers  prescribed  for  the  financial 
manager,  and  he  was  empowered  to  sign  checks  and  certain 
contracts. 

Q.  Who  were  his  associates  in  this  syndicate?  A.  I  don't 
■know. 

Q.'Is  there  any  record  giving  any  clue  to  that?     A.  No,  sir. 
Q.  The  entry  here  is  $250,000  received  from  G.  H.  Squire 
and  associates.     That  means  that  that  was  a  part  of  a  syndicate 
allotment  which  had  been  made  to  G.  H.  Squire  and  associates? 
A.  I  suppose  so,  yes. 

Q.  So  far  as  you  know,  has  any  request  for  any  statement  of 
the  results  of  that  syndicate  been  made,  either  upon  Speyer  & 
Company  or  upon  Mr.  Squire?     A.  I  believe  not  yet. 

Q.  I  find  the  next  one  under  date  of  December  24th,   1900, 
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Pennsylvania  Coal  Purchase  Syndicate,  managers  J.  P.  Morgan 
&  Co.,  allotment  $750,000,  received  from  General  Fitzgerald  and 
others.  What  record  have  you  indicating  that  this  allotment 
was  received  from  General  Fitzgerald  and  others?  A.  I  think 
there  were  some  letters  or  memoranda  to  show  that  it  had  come 
from  him,  from  him  and  the  others. 

Q.  A  letter  from  whom?  A.  I  think  from  General  Fitzgerald 
and  others. 

Q.  Well,  you  mean  signed  "General  Fitzgerald  and  others" 
in  those  words,  or  signed  hy  General  Fitzgerald  and  other 
persons?  A.  Well,  that  was  the  name — that  corresponds  to 
the  other,  G.  H.  Squire  a,nd  associates,  that  is  the  way  the  allot- 
ment was  made. 

Q.  Did  you  get  information  as  to  the  allotment  from  G.  H. 
Squire  and  associates  on  the  participation  in  the  Southern  Pacific 
Syndicate  from  correspondence?  A.  By  memoranda.  I  don't 
know  what  it  was  in  each  case. 

Q.  I  would  be  glad  to  have  you  produce  the  memoranda  there 
referred  to  in  those  two  allotments.     A.  Yes. 

Q.  Have  you  any  memoranda  which  shows  who  were  acting 
with  General  Fitzgerald  in  this  syndicate  participation?  A.  No. 
sir. 

Q.  Is  General  Fitzgerald  a  trustee  of  the  Equitable?  A.  Not 
now. 

Q.  Was  he  at  this  time?     A.  Yes,  sir. 

Q.  Was  he  a  member  of  any  Committee?  A.  The  Finance 
Committee  and  Executive  Committee. 

Q.  Was  he  an  officer  apart  from  his  membership  in  the  Board? 
A.  At  one  time  he  was  one  of  the  vice-presidents. 

0.  Was  he  in  1900?     A.  I  really  don't  know. 

0.  The  statement  is  made  as  to  the  term  of  this,  that  this 
syndicate  was  formed  to  underwrite  to  the  extent  of  $31,000,000 
or  $32,o©o,ooo  par  value  of  the   50-year  four  per  cent,   gold 
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bonds  of  the  Erie  Railroad  Company  or  some  other  company 
guaranteed  by  the  Erie  Raikoad  Company,  J.  P.  Morgan  & 
Company  to  make  a  public  offer  of  the  bonds  delivered  or  which 
shall  become  deliverable  to  the  syndicate  and  which  shall  not 
have  been  withdrawn  from  sale  as  provided.  Such  offer  may 
be  made  upon  such  prices  and  upon  such  basis  as  the  syndicate 
managers  shall  see  fit.  At  the  termination  each  subscriber  will 
be  entitled  to  receive  a  commission  of  ten  per  cent,  of  the  nominal 
amount  of  the  bonds  subscribed  and  payable  either  in  Erie  Rail- 
road first  preferred  stock  or  in  preferred  stock  of  the  proprie- 
tary companies  g  uaranteeing  the  stock,  in  each  case  being  taken 
at  par.  Those  are  the  terms  of  the  syndicate  agreement?  A. 
Yes. 

Q.  Under  that  it  appears  that  the  Equitable  Life  Assurance 
Society  in  January  and  February,  1901,  paid  $624,375  on  call  I 
presume?     A.  Yes. 

Q.  And  that  they  subsequently  received  back  the  whole 
amount?     A.  Yes. 

Q.  I  find  no  entry  of  any  profits  upon  that  syndicate  trans- 
action.    Are  there  any  such?     A.  Not  that  I  know  of. 

Q.  It  states  here  that  at  the  termination  of  the  syndicate  each 
subscriber  will  be  entitled  to  receive  a  commission  of  ten  per 
cent,  of  the  nominal  amount  on  the  bonds  subscribed  for,  payable 
either  in  Erie  Railroad  First  Preferred  stock,  or  in  the  preferred 
stock  of  the  proprietary  companies,  such  stock  to  be  taken  at  par. 
Did  the  Equitable  Society  receive  any  stock  on  account  of  this 
subscription?  A.  None  shown  in  the  books  which  this  syndicate 
was  booked  under. 

Q.  Do  you  find  any  entry  or  memorandum  of  any  stock  having 
been  received  by  General  Fitzgerald?     A.  I  believe  not. 

Q.  Do  you  find  any  entry  from  which  you  can  determine 
whether  or  not  that  syndicate  has  been  closed?     A.  No. 

Q.  Does  what  I  have  stated  here  as  entered  on  the  list  you 
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have  furnished  me — is  it  all  you  find  on  the  books  of  the  com- 
pany?    A.  Yes. 

Q.  Or    memoranda,    or    correspondence    of    the    Company? 

A.  Yes. 

Q.  Has  any  inquiry  been  made  so  far  as  you  know  of  Morgan 
&  Company,  to  ascertain  whether  profits  in  the  shape  of  stock 
as  provided  fot  were  distributed  to  the  subscribers  to  the  syndi- 
cate? A.  Yes,  inquiry  has  been  made,  but  we  have  not  yet 
received  the  answer  as  to  all  these  things. 

Q.  The  next  syndicate  I  find  is  Union  Pacific  convertible  bond 
syndicate,  managers,  Kuhn,  Loeb  &  Company.  Allotment 
$500,000.  The  first  date  given  is  March  4th,  1901,  when  fifty 
per  cent,  of  the  subscription  was  called.  That  was  called  and 
paid,  and  in  1901,  the  amount  was  repaid  to  the  Society.  That 
is  right,  isn't  it?  A.  Well,  probably  repaid  to  the  Mercantile 
Trust  Company. 

Q.  Well,  repaid  to  the  Mercantile  Trust  Company.  The 
Mercantile  Trust  Company  made  this  allotment  to  the  Society? 
A.  Yes. 

Q.  And  the  dealings  in  a  case  where  the  Society  obtained  a 
participation  on  allotment  from  another  subscriber  are  with 
such  other  subscriber?     A.  Yes. 

Q.  That  subscriber  dealing  with  the  syndicate  managers? 
A.  Yes. 

Q.  Do  you  have  any  memorandum  which  will  show  who  are 
the  other  participants  in  the  Mercantile  Trust  Company  sub- 
scription?    A.  No  sir. 

Q.  Do  you  know  whether  or  not  this  syndicate  has  been  closed? 
A.  To  my  own  knowledge,  no  sir. 

Q.  And  in  this  case  no  bonds  were  withdrawn  for  investment 
A.  No  sir. 

Q.  And  that  is  so  in  the  cases  of  the  Southern  Pacific  Gold 
Bond  Syndicate  where  the  allotment  was  received  from  G.  H. 
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Squire  and  associates,  and  also  in  the  Pennsylvania  Coal  syndi- 
cate, the  allotment  from  General  Fitzgerald,  no  bonds  were  with- 
drawn for  investment?  A.  I  am  not  very  sure  on  that.  I 
would  like  to  look  that  up . 

Q.  I  am  not  referring  to  the  purchase  of  bonds  of  this  class 
in  the  market  or  from  the  syndicate  managers,  but  bonds  taken 
under  the  allotment?     A.  Withdrawn? 

Q.  Withdrawn.     A.  Withdrawn,  yes  sir. 

Q.  Thp  next  syndicate  I  find  is  under  date  of  February  7  th, 
1901,  railroad  securities  company,  three  and  one-half  gold  bond 
syndicate;  managers,  Kuhn,  Loeb  &  Company;  allotment 
$500,000,  with  the  statement  that  the  syndicate  was  formed  for 
the  purchase  of  $8,000,000  railroad  security  company  three  and 
one-half  per  cent.  Illinois  Central  stock,  collateral,  series  A. 
Due  January  ist,  1951,  at  90  and  interest,  less  two  and  one-half 
per  cent,  commission.  The  managers  proposed  to  introduce 
those  bonds  on  the  market,  either  by  means  of  private  sale  or 
public  issue,  or  both,  they  to  charge  one-half  per  cent,  commission 
for  their  services,  the  bonds  to  remain  syndicated  under  their 
control.  Those  are  the  terms  as  you  find  them  in  the  Society's 
record?    A.  Yes. 

Q.  What  is  meant  by  the  words  "to  remain  syndicated  under 
their  control?"  A.  That  in  case  deliveries  were  made  to  the 
Society  of  bonds  in  exchange  for  money  advanced,  that  the 
Society  be  not  allowed  to  sell  them  on  the  open  market,  the  bonds 
to  be  held  subject  to  their  own  call. 

Q.  The  Railroad  Securities  Company  was  formed  to  hold 
securities  of  railroad  companies  as  its  assets,  was  it  not?  A.  I 
really  don't  know.     I  presume  so . 

Q.  You  don't  know  about  that,  whether  it  was  a  mere  holding 
company  which  issued  debentures  secured  by  stocks  of  railroad 

companies A.  It  has  in  the  case  of  the  Illinois  Central,  I 

know  that. 
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Q.  I  find  that  there  was  paid  by  the  Equitable  Society  under 
date  of  March  27th,  1901,  upon  call  to  the  syndicate  managers 
$500,000  in  par  at '90  and  interest  making  $490,000  paid,  and  then 
that  amount  was  repaid  and  there  was  received  as  profits  on 
April  24th,  1903,  $17,500,  and  the  same  was  used  to  reduce  the 
cost  of  one  million  dollars  of  bonds.  That  is  right,  is  it  not? 
A.  Yes,  sir. 

Q.  That  syndicate  seems  to  have  been  formed  in  the  spring  of 
1 90 1,  or  the  date  here  is  February  7th,  190 1  ?     A.  Yes. 

Q.  I  find  under  date  of  May  12th,  in  the  record  of  purchases 
of  securities  a  million  dollars  of  Railroad  Securities  Company's 
4's,»i952  at  94,  from  Kuhn,  Loeb  &  Co.?     A.  Yes,  sir. 

Q.  Are  you  able  to  state  whether  those  were  bought  from  the 
syndicate  mangers — the  syndicate  managers  were  Kuhn,  Loeb 
&  Co.,  but  I  mean  whether  it  was  bought  as  a  part  of  the  flotation 
of  the  securities  by  the  syndicate  managers  ?  A.  I  don't  know. 
They  were  bought  of  Kuhn,  Loeb  &  Co. 

Q.  You  are  unable  to  state  anything  further  in  regard  to  that.' 
A.  Yes. 

Q.  I  find  another  entry  under  date  of  January  25th,  1904,  in 
the  list  of  purchases  Railroad  Securities  Co.  4's,  1952,  Illinois  Cen- 
tral, etc.,  $250,000  for  which  was  paid  $220,625,  the  purchase 
being  from  Kuhn,  Loeb  &  Co.  ?     A.  That  is  a  correct  copy. 

Q.  Those  are  the  bonds  referred  to  in  the  syndicate  list.  Rail- 
road Securities  Company  bonds?     A.  Presumably,  yes. 

Q.  I  find  in  the  report  of  the  Equitable  Life  Assurance  Soci- 
ety to  the  Department  of  Insurance  under  date  of  December  31st, 
1904,  the  following  statement:  Railroad  Securities  Company, 
Illinois  Central;  book  value,  $1,143,125;  par  value  $1,250,000. 
Market  value  $1,120,312.  A.  The  book  value  $1,143,125,  is  the 
cost  of  the  securities  purchased  as  I  have  stated,  less  the  amount 
of  profit  on  the  syndicate  which  was  applied  in  redemption. 

Q.  Do  you  know,  or  have  you  any  record  or  memoranda  which 
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would  show  that  any  individuals  participated  in  that  syndicate 
who  were  officers  or  members  of  the  Board  of  Directors  of  the 
Equitable  Life  Assurance  Society?     A.  No,  sir. 

Q.  The  next  item  I  find  on  the  syndicate  sheet  is  April  3d, 
1901,  syndicate  Rio  Grande  &  Western  First  Consolidated  4's 
Syndicate  managers,  Kuhn,  Loeb  &  Co.  Allotment  $250,000. 
The  terms,  syndicate  forms  for  the  purchase  of  $6,000,000  of 
these  bonds.  The  syndicate  managers  charged  i  per  cent  on  all 
actual  sales,  and  I  find  a  call  of  $250,000  the  entire  amount  at  go 
and  interest,  for  which  $225,000  was  paid,  and  the  receipt  of 
payment  apparently  for  the  whole  amount  called. 

Q.  Is  that  right?     A.  Yes,  sir. 

Q.  No  bonds  were  withdrawn  for  investment  under  that  allot- 
ment?   A.  No. 

Q.  And  a  profit  was  received  of  $7,931.80,  which  was  used  to 
reduce  the  cost  of  the  bonds  that  were  purchased?     A.  Yes. 

Q.  The  next  syndicate  on  the  list  is  Union  Pacific  Reorganiza- 
tion purchase  money  syndicate.  I  find  no  statement  of  the 
managers.  Are  you  unable  to  ascertain  who  are  the  managers? 
A.  I  can  readily  find  out  to. whom  we  paid  the  money.  I  don't 
know  why  that  was  not  looked  up. 

Q.  Are  you  able  to  state  now?  A.  No,  sir.  All  this  is  being 
worked  over  again. 

Q.  There  is  no  statement  of  the  amount  of  the  allotment.  Is 
there  any  way  of  finding  out  what  the  allotment  of  the  Equitable 
was?  A.  On  application  to  the  managers  we  can  get  it,  I  sup- 
pose. 

Q.  There  is  nothing  in  your  records  ?     A.  No ,  sir . 

Q.  The  amount  called  for  under  this  appears  to  have  been 
upward  of  $3,000,000.  I  am  right  in  that,  am  I  not?  A.  Yes, 
si'". 

Q.  Can  you  explain  these  entries  under  amount  called  and 
result  of  purchase  of  securities?     I  refer  particularly  to  entries 
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relating  to  stocks.  I  find  here,  for  example,  that  a  certain 
amount  is  reduced  cost  of  B.  &  0.  stock  and  Erie  First  Preferred 
and  reduced  cost  of  Erie  Second  Preferred  stock.  What  is  the 
explanation  of  those  items?  A.  I  will  have  to  have  that  looked 
up.     I  really  don't  know  about  this. 

Q.  The  first  item  under  head  of  receipts  is  5  per  cent,  commis- 
sion on  $2,500,000,  to  wit:  $145,000.  What  is  that?  A.  We 
received  that  from  the  Mercantile  Trust  Co.,  see  the  footnote 
No.  I. 

Q.  Well,  was  that  a  profit?  A.  It  was  entered  as  a  five  per 
cent  commission  on  the  $2,900,000. 

Q.  All  the  transactions,  all  the  receipts,  appear  to  have  been — 
or  not  all,  but  a  number  of  them,  from  the  Mercantile  Trust  Com- 
pany ?  A.  Yes,  sir.  They  are  looking  up  all  this  information  for 
us. 

Q.  You  are  not  in  a  position  to  state  definitely  at  the  present — 
A.  No,  sir. 

Q.  What  the  facts  are  in  regard  to  that.  Have  you  the  syndi- 
cate agreement?     A.  No,  sir."   At  least  I  don't  think  we  have. 

Q.  Apparently  you  received  a  large  number  of  shares  of  the 
Union  Pacific  preferred  and  Union  Pacific  first  mortgage  bonds 
from  time  to  time?  A.  Either  that  or  cash  resulting  from  the 
sale  of  them. 

Q.  The  sale  of  shares  and  bonds  to  which  you  were  apparently 
entitled,  therefore,  just  the  proceeds?     A.  Yes,  sir. 

Q.  And  you  have  no  information  in  detail  as  to  the  explanation 
of  those  items?     A.  We  will  have  them  very  shortly. 

Q.  The  next  syndicate  is  Pittsburg  and.  Toledo,  syndicate 
managers  Louis  Fitzgerald,  George  J.  Gould,  Joseph  Ramsay,  Jr., 
Myron  T.  Herrick,  Jr.,  J.  W.  Krech,  Secretary.  What  does  J. 
W.  Krech,  Secretary,  mean,  that  he  was  secretary  of  the  mana- 
j'ers?    A.  He  was  secretary  of  the  managers. 
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Q.  And  the  allotment  was  $400,000  that  the  Equitable  had. 
Was  the  entire  amount  called?     A.  Yes,  sir. 

Q.  And  returned?  A.  No.  We  received  in  return  securities 
amounting 

Q.  Yes,  you  received  in  return  $301,500  par  value  of  Wabash 
Pittsburg  Terminal  first  4's,  which  are  taken  at  $256,275?  A. 
Yes,  sir. 

Q.  And  $416,250  of  Wabash  Pittsburg  Terminal  second  4's 
which  were  at  $166,500,  and  2,520  shares  of  Wabash  stock 
taken  at  $27,225.  Can  you  explain  what  those  were?  I  mean 
to  say  were  they  profits  or  partly  securities  which  were  under- 
written by  -the  syndicate,  or  the  taking  of  which  was  agreed 
upon  by  the  syndicate  agreement?  A.  Well,  by  the  syndicate 
agreement  evidently,  we  were  entitled  to  either  securities  or 
cash  to  the  extent  of  our  participation,  and  we  received  securities 
and  not  cash. 

Q.  And  according  to  the  records  those  accounts  included  all 
that  the  company  was  entitled  to  on  accoimt  of  its  allotment? 
A.  Yes,  sir. 

Q.  Are  you  in  a  position  from  the  records  to  determine  that 
satisfactorily?     A.  No,  sir;  not  from  these — no,  sir. 

Q.  April  25th,  1901,  syndicdte  Chicago,  Burlington  &  Quincy 
purchase  syndicate,  managers,  J.  P.  Morgan  &  Company,  allot- 
ment, $500,000;  terms:  syndicate  was  formed  for  the  purpose 
of  underwriting  new  issue  of  the  Chicago,  Burlington  and  Quincy 
gold  four  per  cent  bonds,  amount  called  in  May  and  July,  1901, 
$337,500.  That  apparently  was  returned  on  July  2nd,  1902, 
and  interest  at  four  per  cent,  and  on  top  of  which  there  was  a 
profit  of  $7,729.     Is  that  the  full  transaction?     A.  Yes,  sir. 

Q.  Have  you  any  record  or  information  of  any  individuals 
who  were  officers  or  directors  of  the  company  who  participated 
in  that  syndicate?     A.  No,  sir. 

Q.  Did   the   Equitable   Life   Assurance   Society   buy   largely 
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of  the  syndicate  managers  of  securities  which  were  the  subject 
of  the  syndicate  agreement?'  A.  I  don't  know  whether  we 
did  or  not,  sir.  Q.  Those  would  appear  in  the  statement  I 
have  here?     A.  Yes,  sir. 

Q.  April  22nd,  1901,  Chicago  and  Northwest,  syndicate 
managers,  Kuhn,  Loeb  &  Company,  allotment  $400,000;  terms: 
Syndicate  was  formed  by  Kuhn,  Loeb  &  Company  to  purchase 
from  the  Chicago  &  Northwest  Railway  Company  at  par  and 
interest  $  Sioux  City  and  Pacific  Railroad  first  three  and 

a  half  due  1926,  $2,300,000  Princeton  &  Northwest  Railroad, 
first  three  and  a  half,  due  1926,  and  $2,225,000  Peoria  and 
Northwest  three  and  d,  half  due,  1926;  syndicate  managers 
charge  a  commission  of  one  per  cent  on  the  purchase  of  the 
bonds,  which  are  to  remain  syndicated  under  their  manage- 
ment. That  last  statement  implies  that  the  bonds  were  not 
to  be  withdrawn  for  investment  but  were  to  remain  for  sale  in 
the  hands  of  the  syndicate  managers,  and  the  Equitable  as  a 
participant  was  to  take  its  share  of  the  syndicate  profits?  A. 
Yes,  sir. 

Q.  Can  you  explain  what  appears  in  the  list  under  the  head 
of  result  in  cash  or  securities,  the  references  to  various  securities? 
A.  We  apparently  received  $100,000  par  of  the  Peoria  and 
Northwest  three  and  a  half  at  a  cost  to  us  of  par  .137,  or  $1,137, 
and  the  same  way  as  regards  the  others,  $330,000  Princeton  and 
Northwest  first  three  and  a  half  at  a  cost  of  $30,300,  and  then 
that  like  refund  from  the  syndicate  managers  which  we  used  to 
reduce  the  cost  of  the  bonds. 

Q.  Then  there  was  transferred  at  the  end  to  open  account 
$107,146?     A.  Yes.     That  is  the  entire  Sioux  City  and  Pacific. 

Q.  Oh,  yes.  Have  you  any  information  as  to  any  individuals 
who  were  connected  with  the  Equitable  who  were  in  that  syndi- 
cate?    A.  No.  sir. 

Q.  October    nth,     1901,    Mexican    National    Readjustment 
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Syndicate,  managers  Speyer  &  Co.,  and  Kuhn  and  Loeb  &  Co., 
this  syndicate  was  formed  in  order  to  provide  the  cash  require- 
ments for  certain  plans  and  agreement  of  readjustment  dated 
October  8th,  1901,  where  it  is  proposed  to  undertake  a  readjust- 
ment of  the  affairs  of  the  Mexican  National  Railroad  Company 
on  the  basis  of  20,000,000  four  and  a  half  per  cent  gold  bonds, 
15,000,000  first  consolidated  4's  and  35,000,000  of  non-cumulative 
preferred  stock  and  1 5 ,300,000  of  new comnaon stock,  themaximum 
obligation  of  the  syndicate  not  to  exceed  the  sixm  of  1 25 ,000,000. 
The  readjustment  managers  paid  to  the  syndicate  managers  for 
the  benefit  of  the  several  syndicate  subscribers  a  commission  or 
compensation  of  three  per  cent  and  cash  on  the  amount  of  their 
subscription.  You  are  unable  to  state  what  the  participation 
of  the  Equitable  is  in  that  syndicate?     A.  Yes,  sir. 

Q.  There  was  a  call  of  $100,000  on  November  25th,  1901? 
A.  Yes,  sir. 

Q.  The  result  was  a  profit  or  that  was  repaid  in  1901,  and 
there  was  a  profit  of  $20,821.57?     A.  Yes,  sir. 

Q.  No  bonds  were  withdrawn  for  investment?     A.  No,  sir. 
Q.  The  next  syndicate  I  find  here  is  Atlantic  Coast  Line  Rail- 
road syndicate.     The  managers  are  not  stated;  have  you  any 
information  on  that?     A.  "We  are  looking  that  up. 

Q.  The  allotment  is  not  stated.  You  are  not  aware  of  that? 
A.  No,  sir. 

Q.  It  is  stated  that  the  allotment  was  from  J.  H.  Hyde  and 
associates.  Do  yoii  know  who  were  dssociated  with  J.  H.  Hyde 
in  that  matter?     A.  No,  sir. 

Q.  How  did  you  get  the  information  that  J.  H.  Hyde  and 
associates  were  in  it?  A.  We  have  their  letters  or  memoranda 
showing  that  the  allotment  came  from  that  source. 

Q.  I  should  be  glad  to  have  you  produce  whatever  letters  or 
memoranda  you  find  in  the  Company's  possession  upon  that 
point.     It  appears  that  the  Equitable  Assurance  Society  paid 
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on  account  of,  its  syndicate  participation  October  8th,  1902, 
$750,000  and  May  12th,  1904,  $600,000,  and  $26,096  interest 
for  carrying.     That  is  correct,  is  it  not ?     A.  Yes,  sir. 

Q.  Under  the  head  of  results  of  cash  I  find  under  date  of  Octo- 
ber 23rd,  1902,  a  statement:  "  Received  $350,000."  I  find  on  the 
same  date  in  the  record  of  sales  of  securities,  "October  23rd,  1902, 
Atlantic  Coast  Line  par  $350,000,  amount  received  $350,000,  to^ 
James  H.  Hyde."  Can  you  explain  that  entry?  A.  It  went  to 
him  as  the  syndicate  allotment  was  received  from  him  and  as  a 
call  would  be  made  on  him  for  the  participation — on  him  for  the 
securities  which  had  been — that  he  had  received.  He  would  in 
return  make  a  call  on  the  society  for  the  amount  of  their  par- 
ticipation. 

Q.  And  so  in  every  case  where  we  find  under  the  head  of 
results  that  the  Equitable  Assurance  Society  received  payment 
of  a  certain  amount,  it  received  that  amount  from  Mr.  Hyde  ? 
A.   I  don't  <iuite  understand  your  question,  sir. 

Q.  (Read  by  the  stenographer.)  Of  course  I  am  speaking  with 
regard  to  this  particular  syndicate?  A.  This  transaction ;  yes, 
sir. 

Q.  The  Equitable  has  put  up  $1,326,096  on  its  participation? 
A.  $376,000. 

Q.  Yes,  sir;  $1,376,096  of  its  participation?     A.  Yes,  sir. 
Q.  And  those  amounts  due,  I  understand,  were  paid  to  Mr. 
Hyde?     A.  Yes,  and  he  in  turn  paid  them  to  the  managers. 

Q.  And  then  when  it  received  these  amounts  aggregating 
$1,376,096  it  received  those  back  from  Mr.  Hyde.  All  its  deal- 
ings were  with  Mr.  Hyde?  A.  Surrendering  their  participation, 
their  rights,  or  whatever  they  received  for  the  money  paid  out. 

Q.  Well,  the  Society  retained  its  interest  in  the  syndicate? 
A.  Yes. 

Q.  It  merely  got  back  the  money  which  had  been  called?  A. 
With  a  profit  of  $114 
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Q.  Well,  we  will  come  to  that  in  a  minute.  .  It  got  back  the 
amount  which  had  been  called,  exactly,  with  the  interest  they 
had^had  to  pay  ?     A.  Yes. 

Q.  And  as  it  had  paid  the  money  to  Mr.  Hyde  it  got  back  the 
money  from  Mr.  Hyde  ?    A.  Yes. 

Q.  But  it  retained  its  interest  in  the  syndicate  so  that  on 
December  13th,  1904,  it  received  on  the  transaction  a  profit  of 
$114,600?  A.  Yes,  sir.  It  didn't  pay  out  to  Mr.  Hyde  money 
for  securities  purchased.  He  was  just  a  middle  man  between  the 
syndicate  managers  and  the  society. 

Q.  So  I  understand.  When  I  said  paid  to  Mr.  Hyde  I  meant 
paid  on  calls.     A.  Yes. 

Q.  As  I  understand  it,  the  syndicate  managers  who  are  not 
named  here,  you  don't  know  who  they  are?  A.  Well,  we  are 
looking,  we  will  find  that  out. 

Q.  The  syndicate  managers  made  a  call  on  the  subscribers? 
A.  Yes. 

Q.  And  their  subscriber  was  J.  H.  Hyde  and  associate?  A. 
Yes. 

Q.  When  that  call  was  received  by  J.  H.  Hyde  and  associates  a 
call  was  made  on  you  for  your  proportionate  part?     A.  Yes. 

Q.  That  is,  on  the  society?     A.  That  is  it,  sir. 

Q.  And  the  society  paid  its  proportionate  part  amounting  to 
$1,376,096,  and  then  when  refunds  were  made  by  the  syndicate 
managers  to  James  H.  Hyde  and  associates,  the  society  received 
back  the  amount  it  had  procured,  from  Mr.  Hyde  ?     A.  Yes. 

Q.  Now,  the  closing  of  the  transaction  showed  a  profit  to  the 
Company  of  $114,500?     A.  Yes,  sir. 

Q.  That  was  December  13th,  1904?     A.  Yes,  sir. 

Q.  Have  you  any  correspondence  with  Mr.  Hyde  or  James  H. 
Hyde  and  associates  with  regard  to  that  profit?  A.  We  have 
some  memoranda  or  letters  at  the  time  the  check  was  received,  yes, 
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Q.  That  check. was  received  from  Mr.  Hyde?  A.  Yes,  and  his 
associates;  yes. 

Q.  From  J.  H.  Hyde  and  associates  ?     A.  Yes. 

Q.  You  got  a  check  for  your  share  of  the  profits  ?     A.  Yes,  sir. 

Q.  Of  $114,500?     A.  Yes,  sir. 

Q.  Is  there  anything  upon  your  records  to  show  what  profit 
Mr.  Hyde  got?     A.  No,  sir. 

Q.  Or  who  Mr.  Hyde's  associates  were  in  the  matter  ?  A.  No, 
sir. 

Q.  Or  what  profit  anybody  got  except  the  company  ?  A.  No, 
sir. 

Q.  Has  any  effort  been  made  to  ascertain  that?  A.  We  have 
written  to  all  the  syndicate  managers  asking  for  general  informa- 
tion with  regard  to  all  the  syndicates  that  the  society  has  been  in 
for  the  past  ten  years  a,nd  the  allotments,  and  whether  the  syn- 
dicates are  still  open  or  have  been  closed.  We  are  awaiting 
replies. 

Q.  I  understand  that  that  matter  was  embraced  in  what  is 
called  the  Frick  report,  that  syndicate.  Am  I  right  in  that? 
A.  No,  sir;  it  is  not. 

Q.  Was  that  presented  to  the  Frick  Committee?  A.  Well,  the 
Frick  Committee  had  access  to  all  the  books  and  I — — 

Q.  Was  that  a  case  in  which  the  Equitable,  so  far  as  your  in- 
quiries have  enabled  you  to  ascertain,  purchased  any  bonds  from 
the  syndicate  managers  ?  A.  I  don't  know  whether  they  did  or 
not,  sir. 

Q.  Did  you  know  what  particular  issue  of  securities  it  referred 
to?     A.  No,  sir. 

Q.  Well,  was  it  the  Atlantic  Coast  Line,  Louisville,  Nashville 
or  Atlantic  Coast  Line  mortgage  bonds  ?  A.  Well,  it  was  one 
of  the  two  of  them,  but  I  would  not  like  to  state  which.  I  have 
nos  seen  the  syndicate  agreements. 
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Q.  From  a  casual  examination  of  the  list  of  sales  that  you  have 
furnished  I  don't  find  any  stateinent  of  those  securities  as  pur- 
chased by  the  society  except  the  statement  of  these  amounts, 
which  you  have  also  testified  to  were  paid  on  account  of  the 
syndicate  subscription,  and  very  likely  it  was  omitted  from  the 
Frick  report  for  the  reason  that  it  did  not  appear  that  the  society 
had  purchased  securities  from  the  syndicate  managers.  But  I 
would  be  glad  to  have  you  look  that  up  and  give  whatever  in- 
formation you  can  on  the  subject.  I  note  that  the  payment  of 
$750,000  referred  to  there  under  date  of  October  8th,  1902,  the 
first  payment  by  the  society  was,  according  to  your  list  of  pur- 
chases, under  that  date,  paid  to  J.  P  Morgan  &  Company.  A. 
Well,  they  were  presumably  the  syndicate  managers. 

Q.  Then  they  were  the  syndicate  managers?  A.  That  is 
what  we  are  looking  up  now. 

Q.  Then  you  Cctn  very  readily  ascertain  what  person  interested 
in  your  society  had  any  interest  in  the  syndicate,  and  at  present 
we  will  take  it  for  granted  that  no  bonds  were  bought  by  the 
society  from  the  syndicate  managers,  but  I  should  be  glad  to 
have  you  look  over  the  records  carefully  so  that  we  may  be 
certain  of  that  before  the  subject  is  passed.  The  next  syndicate 
on  the  list  is  Western  Maryland  Railroad  Company  syndicate, 
the  managers,  Vermilye  &  Company,  and  George  P.  Butler  & 
Company.  You  don't  know  what  allotment  was  made  there? 
A.  No,  sir. 

Q.  Apparently  the  society  took  and  transferred — in  the 
first  place  the  society  paid  about  $2,030,000  on  calls?  A. 
$1,830,000. 

Q.  $1,830,000  on  calls,  and  then  it  transferred  to  bond  account 
$1,000,000  at  par  ata  cost  of  $915,000?     A.  Yes,  sir,  at  giyi. 

Q.  I  find  no  record  of  any  profits  in  that  transaction?  A. 
That  syndicate  is  not  yet  closed.  We  still  have  a  participation 
in  the  syndicate  of  $1,000,000. 
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Q.  Do  you  know  whether  any,  or  have  you  any  information 
whether  any  other  persons  who'  have  been  officers  in  your  com- 
pany have  been  interested  in  that?     A.  No,  sir. 

Q.  The  next  syndicate  is  Chicago  &  North  West  Railroad 
Company  Joint  Consolidated  3K  due  1987,  managers,  Kuhn, 
Loeb  &  Co.,  allotment,  $1,200,000  through  the  Mercantile  Trust 
Co.  Syndicate  formed  for  taking  over  Kuhn,  Loeb  &  Company's 
piorchase  of  20,000,000.  I  understand  from  that  that  Kuhn 
Loeb  &  Co.  had  bought  20,000,000  of  the  Chicago  &  Northwest 
joint  consolidated  3^  and  a  syndicate  was  formed  to  buy  them 
That  is  right,  isn't  it?     A.  Yes,  sir,  presumably  so. 

Q.  The  Mercantile  Trust  Co.  was  the  subscriber  through  whom 
your  society  got  its  participation?     A.  Yes,  sir. 

Q.  Do  you  know  what  the  total  amount  that  the  Mercantile 
Trust  Co.  subscribed  was?     A.  No,  sir. 

Q.  Or  who  else  was  interested  in  it?     A.  No,  sir. 

Q.  Have  you  taken  steps  to  ascertain?  A.  We  have  asked 
the  Mercantile  Trust  Co. 

Q.  I  would  be  glad  if  you  would  furnish  the  details  of  that. 
Apparently  no  profits  have  been  paid  over  on  that  syndicate? 
A.  No,  sir. 

Q.  It  is  still  open?     A.  I  really  don't  know,  sir. 

Q.  Well,  you  can  get  full  information  about  that?  A.  Yes, 
sir. 

Q.  Now,  the  next  item  on  the  list  is  Union  Pacific  Preferred 
stock,  syndicate  managers,  Kuhn,  Loeb  &  Company.  What  ia- 
formation  have  you  that  the  Equitable  Life  Assurance  Society 
was  a  party  to  that  syndicate  ?  A.  The  fact  that  we  have  paid 
on — at  various  times  sums  of  money,  receiving  in  return  cer- 
tificates of  Union  Pacific  Preferred  stock. 

Q.  What  amount  of  money  has  the  society  paid?  A.  Appar- 
ently $1,920,000. 

1056 


Testimony  of  Henry  Rogers  Winthrop 

Q.  What  amount  of  Union  Pacific  Preferred  stock  does  it 
hold  by  reason  of  those  payments?     A.  20,500  shares. 

Q.  In  whose  name  do  those  certificates  of  stock  stand?  A. 
They  are  in  the  name  of  Kuhn,  Loeb  &  Co.,  but  endorsed  in 
blank. 

Q.  To  whose  order  were  the  checks  for  the  various  payments 
aggregating  the  amount  you  have  mentioned  made?  A.  Kuhn, 
Loeb  &  Co. 

Q.  Are  there  any  receipts  or  acknowledgements  of  payments 
other  than  the  certificates  of  stock  themselves  on  the  files  of  the 
Equitable  from  Kuhn,  Loeb  &  Company?     A.  I  don't  know. 

Q.  Will  you  please  look  that  up  and  if  there  are,  please  produce 
them.  I  understand  that  on  January  22d,  1903,  the  Equitable 
Life  Assurance  Society  paid  Kuhn,  Loeb  &  Co.  $500,000,  on 
June  i6th,  1903,  $900,000,  July  26th,  1904,  $380,000,  and 
August  2d,  1905,  $270,000?     A.  No,  sir. 

Q.  Or  rather  that  those  are  the  par  values  of  the  amounts— 
of  the  stock  for  which  the  payment  was  made,  the  payments 
being  in  the  first  two  instances  $500,000  and  $900,000  respectively 
in  the  third  $270,000,  and  in  the  fourth  $250,060?  A.  Yes,  sir, 
that  is  right. 

Q.  Have  you  any  memoranda  or  documents  or  entries  which 
will  show  the  terms  of  that  syndicate?     A.  No,  sir. 

Q.  You  have  not  then  a  copy  of  the  syndicate  agreement? 
A.  No,  sir. 

Q.  Have  you  sought  to  obtain  one?  A.  I  am  not — I 
think  application  was  once  made  for  one,  but 

Q.  You  can  readily  obtain  a  copy  of  the  syndicate  agreement, 
as  you  are  making  payments  under  it,  and  I  would  be  very  glad 
if  you  would  and  produce  it?  A.  Well,  the — Kuhn,  Loeb  & 
Company  are  the  agents  of  the  syndicate  managers  and  they  do 
not  recognize  the  Equitable  Life  as  a  participator  in  the  syndicate. 

Q.  In  what  way  have  they  indicated  their  refusal  to  recognize 
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the  Equitable  as  a  participator?  A.  Well,  they  haven't  refused 
but  they— we  have — this  syndicate  was  taken  out  in  the  name 
of  James  H.  Hyde  and  an  assignment  is  on  file  and  is  in  our 
security  department  of  all  his  right  and  interest  in  the  syndicate, 
and  we  have  applied  to  Kuhn,  Loeb  &  Co.,  asked  them  to  recog- 
nize that  assignment,  and  they  stated  that  when  the  syndicate 
managers  got  together  that  question  will  be  brought  up,  but 
that  they  cannot  recognize  us  until  the  syndicate  managers  get 
together  and  decide  whether  they  will  or  not,  that  they  are  only 
the  agents  of  the  syndicate  managers. 

Q.  Who  are  the  syndicate  managers?  A.  Well,  I  am  not  sure, 
but  I  believe  they  are  Mr.  Schiii,  Mr.  Harriman  and  Mr.  Stillman. 

Q.  Have  you  here  the  original  or  a  copy  of  Mr.  Hyde's  assign- 
ment to  the  Equitable  ?  A.  We  haven't  here;  we  can  bring  you 
the  original,  if  you  want  it. 

Q.  Have  you  a  record  on  the  minutes  of  any  Committee  ap- 
proving the  acquisition  of  that  interest  from  Mr.  Hyde  and  the 
assignment  of  the  obligations  under  it  ?     A.  Yes,  sir. 

Q.  Produce  that.  A.  On  July  19th,  1905,  meeting  of  the 
Executive  Committee.  Present:  Messrs.  Snyder,  Krech,  chair- 
man of  the  Board  of  Directors,  second  and  third  vice-presidents, 
Comptroller  and  secretary  of  committee.  The  Chairman  reported 
that  he  had  received  from  Mr.  James  H.  Hyde  an  assignment  of 
all  his  interest  in  the  contract  between  himself,  E.  E.  Harriman 
and  others  in  the  purchase  of  the  preferred  stock  of  the  Union 
Pacific  Railroad  Company,  which  was  ordered  sent  to  the  security 
department. 

Q.  What  was  the  date  of  that  assignment?  It  is  not  referred 
to  there.     A.  No ;   it  was  just  previous  to  this  meeting. 

Q.  Then  do  I  understand  that  down  to  July,  1905,  the  Society 
had  no  assignment  in  writing  from  Mr.  Hyde  of  the  interest  in 
this  syndicate?     A.  Yes,  sir,  that  is  right,  it  had  not. 

Q.  But  prior  to  that  time  the  Society  had  paid  $1,670,000  to 
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Kuhn,  Loeb  &  Co.  on  account  of  this  participation?  A.  Yes, 
sir. 

Q.  Have  you  any  record  of  the  action  of  any  committee  ap- 
proving the  payment  ?  A.  We  find  in  the  minutes  of  the  Finance 
Committee  that  as  each  of  those  payments  were  made  that  they 
were  approved  at  the  meetings  of  the  Finance  Committee. 

Q.  Will  you  produce  those,  please?  You  have  called  my 
attention  to  the  fact  that  the  first  two  payments  by  the  Equitable 
were  at  par  and  that  the  third  payment  was  at  an  amount  con- 
siderably less  than  par.  Will  you  explain  the  reason  for  the 
variation?  A.  Well,  the  first  two  payments  were  made  on 
account  of  the  syndicate,  and  while  we  received  securities  which 
at  par  value  amounted  to  the  payments  which  we  made,  the 
third  payment,  which  was  a  payment  for  the  purposes  of  adjust, 
ment,  really  give  us  the  average  price  at  which  we  received  the 
securities,  which  bring  it  down  below  par.  The  Society  did  not 
ptirchase  half  a  million  at  par,  but  they  paid  par  for  it  at  that 
time,  subject  to  the  adjustment  which  the  third  payment  made. 

Q.  And  what  was  the  adjusted  price?  A.  I  will  figure  that 
up.  I  will  have  that  figured  up.  We  will  have  to  add  the  three 
paymeiits. 

Q.  Well,  you  can  do  that  later?     A.  Yes,  sir. 

Q.  The  price  of  course,  the  adjusted  price,  is  the  ratio  of — ■ — 
A.  It  is  about , 

Q.  $1,670,000  to  $1,780,000?     A.  Yes,  sir. 

Q.  Now,  I  ask  you  for  the  minutes  of  the  Fin  ance  Committee 
which  authorized  or  approved  these  payments  prior  to  the  time 
of  Mr.  Hyde's  assignment?  A.  On  February  2d,  1903,  the  pur- 
chase of  $500,000  Union  Pacific  holding  syndicate  at  par  was 
approved. 

Q.  Is  that  the  entry.  Union  Pacific  Holding  syndicate?  A. 
Yes,  sir,  that  it  is  the  way  it  is  in  the  book. 

Q.  What  is   that  book?     A.  That  is  the  security  registry, 
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which  contains  a  list  of  all  purchases  and  sales  with  the  prices 
made  during  the  month  and  reported  at  the  monthly  meetings 
of  the  Finance  Committee. 

Q.  Whose  handwriting  is  that  in?     A.  Mr.  Gilchrist. 

Q.  Who  is  he?  A.  He  is  the  superintendent  of  our  security- 
department. 

Q.  From  what  does  he  make  that  entry?     A.  From  his  journal. 

Q.  And  where  does  he  get  the  information  for  his  journal? 
A.  From  records  sent  down  from  the  financial  manager. 

Q.  In  the  form  of  a  voucher  or  authorization  for  payment? 
A.  Yes,  sir. 

Q.  Have  you  got  the  Original  voucher  or  authorization  of 
payment  that  lies  back  of  this  entry?     A.  The  cashier  has  it. 

Q.  In  other  words  Mr.  Gilchrist  would  get  it  for  his  journal 
and  then  turn  it  over  to  the  cashier  ?  A.  The  cashier  would  have 
it  for  the  receipt  of  his  money  paid  out. 

Q.  And  then  turn  it  over  for  entry  to  Mr.  Gilchrist?  A.  No, 
sir;  the  cashier  is  the  custodian  of  the  receipt,  he  being  respon- 
sible for  the  money  paid  out. 

Q.  I  would  like  to  have  the  cashier's  voucher  for  the  payment? 
A.  Yes,  sir. 

Q.  Then  I  understand  this  security  register  goes  before  the 
Finance  Committee?  A.  Is  read  and  is  part  of  the  minutes  of 
the  Finance  Committee. 

Q.  Now,  what  form  do  the  Finance  Committee's  minutes  take 
on  this  subject?     A.  Shall  I  read  the  entry? 

Q.  Yes,  read  the  entry.  A.  The  Committee  on  Finance  at  the 
rooms  of  the  Society  on  Monday,  February  2nd,  1903,  at  i  P.  M. 
Present,  Messrs.  Wheelock,  Depew,  SchifE,  Squire,  Snyder,  W.  H. 
Baldwin;  Jr.,  Deming,  President,  Vice-President  and  Secretary 
of  the  Committee.  Minutes  of  the  last  meeting  were  read  and 
approved.      Purchase  of  the  securities  to  the  amount  of  $3,835,- 
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ooo,  and  the  sale  of ' securities  to  the  amount  of  $2,633,500  were 
reported  and  approved  as  recorded  in  the  security  register. 

Q.  Do  you  know  whether  or  not  in  fact  the  entries  in 'the  secur- 
ity register  were  actually  read  at  the  meetings  of  the  Finance  Com- 
mittee' or  was  the  approval  pro  forma  without  going  to  the 
trouble  of  reading  the  entries;  A.  No.  They  were  always  read 
whenever  I  acted  as  secretary. 

Q.  How  often  have  you  acted  as  secretary?  A.  Regularly 
since  last  October,  and  on  and  off  for  a  year  preceding  that,  on 
very  rare  occasions;  perhaps  once  or  twice  a  year. 

Q.  Take  the  minutes  you  have  just  read.  Who  was  the  sec- 
retary then?     A.  WiUiam  H.  Mclntyre. 

Q.  Take  the  next  entry  of  June  i6th,  1903,  payment  of  $900,- 
000.  What  is  the  entry  in  the  security  register?  A.  $900,000 
Union  Pacific  preferred  stock  syndicate  par. 

Q.  And  then  that  came  before  the  finance  committee  at  what 
meeting?  A.  This  came  before  them  at  a  meeting  held  July  6th, 
1903. 

Q.  And  what  took  place  then  and  who  were  present?  A. 
"July  6th,  1903.  Present:  Messrs.  Schiff,  Squire,  Snyder, 
Deming  and  Secretary  of  Committee.  The  purchase  of  securi- 
ties to  the  amount  of  $2,971,  700  and  the  sale  of  securities  to  the 
amount  of  $3,066,500  were  reported  and  were  approved  as  re- 
corded in  the  Security  Register. 

Q.  Then  in  no  case  were  the  details  of  the  purchases  or  sales 
incorporated  in  the  minutes  of  the  finance  committee?  A.  No, 
sir. 

Q.  But  the  practice  was  to  read  from  the  security  register  and 
then  the  Committee  takes  action?     A.  Yes,  sir. 

Q.  Does  the  committee  take  action  on  each  particular  se- 
curity as  it  is  read  or  did  it  approve  the  whole  hunch  in  one  vote  ? 
A.  If  any  question  came  up  in  regard  to  any  purchase  or  sale  as 
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it  -was  read  the  committee  would  make  an  expression  of  ap- 
proval or  disapproval. 

Q.  The  next  payment  that  you  have  here  is  under  date  of  July 
26th,  1904.  What  is  the  entry  in  the  security  register  for  the 
payment  of  $270,000  on  that  date?  A.  On  August  8th,  1904, 
3,800  shares  Union  Pacific  holding  syndicate  at  a  cost  of  $270,- 
000. 

Q.  And  that  was  approved  at  what  meeting  of  the  Finance 
Committee?     A.  The  same  meeting  of  August  ist. 

Q.  That  you  have  just  read  the  minute  of?  A.  No;  just  read 
this  from  the  security  register. 

Q.  Of  course  you  are  referring  to  an  earlier  period,  a  year  be- 
fore.    A.  Do  you  wish  August  ist? 

Q.  Yes.  A.  Present:  Messrs.  Snyder,  Deming  and  Secre- 
tary of  the  committee.  The  purchase  of  securities  to  the  amount 
of  $7,011,540  and  the  sale  of  securities  to  the  amount  of  $171,- 
560  were  reported  and  were  approved  as  recorded  in  the  security 
register. 

Q.  Who  constituted  a  quorum  of  the  finance  committee?  A. 
A  majorit}?  of  its  members. 

Q.  Was  there  a  quorum  present  at  this  meeting  of  August  ist, 
1904?     A.  No;  there  were  only  two  members  at  that  meeting. 

Q.  Was  it  a  practice  in  the  Equitable  Life  Assurance  Society 
to  act  without  the  presence  of  a  quorum  in  finance  committee? 
A.  Well,  I  don't  think  so,  no.  Presum^^bly  this  was  read  at  the 
next  meeting. 

Q.  Will  you  see  if  it  was?  A.  It  doesn't  so  state,  though,  on 
the  minutes. 

Q.  Are  you  able  to  state  whether  in  practice  attention  was 
paid  to  having  a  quorum  present  at  the  meeting  of  the  Finance 
Committee?  A.  Since  I  have  acted  as  secretary  there  has  always 
been  a  quorum  present. 
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Q.  How  long  are  the  meetings  of  that  committee  as  a  rule? 
A.  Fifteen  minutes  to  three-quarters  of  an  hour  or  an  hour. 

Q.  Now,  was  the  action  that  you  have  indicated  with  regard 
to  the  payments  in  the  case  of  the  Union  Pacific  preferred  stock 
syndicate  taken  in  the  first  instance  by  the  Finance  Committee, 
or  had  the  executive  committee  acted  in  the  matter  in  the  first 
instance?  A.  Well,  this  may  have  all  been  brought  up  at  the 
Executive  Committee. 

Q.  Well,  do  you  know  whether  or  not  they  were?  A.  Well, 
it  is  difficult  to  say  whether  they  were  or  not. 

Q.  Well,  are  there  any  minutes  or  records  of  the  Executive 
Committee  having  acted  in  the  matter  prior  to  the  payments 
having  been  made?  A.  I  will  show  you  the  committee  records, 
sir. 

Q.  What  I  want  to  get  at  is  this:  The  Finance  Committee 
registered  its  approval  in  the  minutes  as  you  have  shown  after 
the  transaction  had  taken  place?     A.  Yes,  sir. 

Q.  Now,  I  want  to  know  what  authority  from  any  committee 
antedated  the  payment  of  those  moneys  on  account  of  that  syn- 
dicate? A.  Well,  at  the  regular  meetings  of  the  Executive 
Committee  held  three  times  a  week  the  purchase  and  sale  of 
securities  are  brought  up  for  discussion,  but  the  minutes  of  each 
one  of  the  meetings  previous  to  this  year  would  only  state  that 
the  minutes  of  the  last  previous  meeting  were  read  and  confirmed , 
and  all  transactions  completed  since  that  date  were  reported  and 
approved. 

Q.  That  was  a  stereotyped  minute?     A.  Yes,  sir. 
Q.  All  the  meetings  of  the    Executive   Committee  are  practi- 
cally in  that  form?     A.  Up  to  very  recently. 

Q.  So  that  you  don't  find  any  action  of  the  executive  com. 
mittee  specifically  recorded  in  connection  with  this  Union  Pacific 
preferred  stock  syndicate  ?     A.  No,  sir,  except  in  the  form  of 

Q.  And  you  don't  know  therefore  whether  or  not  in  fact  any 
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action  was  taken  by  the  executive  committee?     A.  No,  I  don't 
know,  sir. 

Q.  I  mean  you  are  unable  to  ascertain  from  any  record  of  the 
Society?    A.  Yes. 

Q.  Now,  although  you  did  not  have  a  formal  assignment  of 
Mr.  Hyde  prior  to  last  July  of  this  interest  in  the  Union  Pacific 
preferred  stock  syndicate,  did  you  have  any  correspondence  or 
any  informal  paper  under  which  the  Society  assumed  his  sub- 
scription ?  A.  Before  the  first  payment  was  made  the  Society 
gave  to  Mr.  Hyde  a  guarantee  that  he  would  be  held  harmless, 
from  any  results  from  the  syndicate  from  which  he — and  noti- 
fied him  that  they  would  hold  him  responsible  for  any  profits 
which  were  sent  to  him,  and  I  can  give  you  a  copy  of  that. 

Q.  Have  you  that  here?     A.  No,  we  haven't  it  here.     I  can 
'  get  it. 

Q.  I  should  like  to  have  that,  and  also  to  know  whether  there 
was  any  action  of  any  committee  authorizing  the  assumption 
of  that  obligation  or  in  dealing  with  the  matter  in  that  way  ?  A. 
Well,  that  is  not  on  the  minutes  of  either  the  Executive  or 
Finance  Committees,  the  authorization  for  that  guarantee.  We 
have  looked  for  that. 

Q.  Yes.  So  that  you  would  find  simply  a  statement  that 
such  and  such  an  amount  of  money  had  been  paid  out  for  certain 
securities  in  the  security  register  and  the  approval  of  that  by 
the  Finance  Committee,  and  no  specific  mention  of  the  details 
of  any  transaction  in  the  minutes  of  the  Executive  Committee? 
A.   No,  sir. 

Q.  I  see  a  statement  here  that  the  syndicate  was  not  closed. 
A.  Yes,  sir. 

Q.  Have  you  had  any  communication  indicating  the  purport 
of  the  words  "  Holding  syndicate"  as  they  appear  in  the  security 
register?  A.  No.  That  was  the  first  entry  and  it  has  been 
carried  along  on  our  books  in  that  way  since. 
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Q.  Are  there  any  communications  from  Kuhn,  Loeb  &  Com- 
pany regarding  this  matter  on  the  files  of  the  Society?  A.  Not 
of  the  Society,  no,  sir. 

Q.  Are  there  any  communications  to  Mr.  Hyde  on  the  files  of 
the  Society?  A.  "We  have  copies  of  several  letters  which  they 
have  sent  to  Mr.  Hyde. 

Q.  Will  you  produce  them  please  ?     A.  Yes,  sir. 
Q.  Are  they  here  now?     A.  No,  sir. 

Q.  I  would  like  to  have  those  produced.  And  also  you  have 
in  mind  a  copy  of  the  syndicate  agreement  that  you  can  readily 
get?     A.  Yes,  sir. 

Q.  Was  any  different  action  taken  on  August  2nd,  1905, 
when  the  last  payment  of  $200,000  was  made  than  had  been 
taken  when  previous  payments  were  made ?     A.  When,  sir? 

Q.  August  2nd,  1905,  the  payment  of  $250,000.  A.  Well, 
we  have  the  minutes.  After  the  entries  on  July  19th  in  regard  to 
the  assignment  of  James  H  Hyde's  interest  the  following  minute 
is  found:  "The  Committee  authorized  the  payment  of  $250,000 
on  July  27th,  the  Society  to  receive  against  the  same  2,700 
shares  Union  Pacific  preferred  stock,  the  same  now  to  be  trans- 
ferred." Then  follows  further  minutes  with  regard  to  authoriza- 
tion to  sell  sanie. 

Q.  Were  you  present  at  this  meeting?  A.  I  was  present  as 
secretary  of  the  committee. 

Q.  Will  you  allow  me  to  look  at  that  minute  (Minute  shown 
counsel).  I  notice  in  this  minute  the  words  "Authorized  the 
payment  of  $250,000  on  July  27th;  theSociety  to  receive  against 
same  2,700  shares  Union  Pacific  preferred  stock,  the  same  not 
to  be  transferred."  What  was  the  meaning  of  that  entry?  A. 
In  the  letter  from  Kuhn,  Loeb  &  Company  to  James  H.  Hyde 
they  stated  that  that  was  a  consideration  of  the  call ;  they  made 
a  call  on  him  for  that  amount  of  money  and  giving  up  that 
amount  of  shares  of  the  Union  Pacific  preferred  stock. 
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Q.  Was  there  any  statement  as  to  the  length  of  time  during 
which  it  was  to  be  held?  A.  Presumably  to  be  held  during 
the  life  of  the  syndicate. 

Q.  Did  you  have  information  as  to  the  duration  of  the  syndi- 
cate ?     A.  We  have  not  as  yet ;   we  hope  to  get  it. 

Q.  Well,  the  Committee  did  not  authorize  the  payment  of 
this  amount  upon  the  condition  that  the  shares  were  not  to  be 
transferred  without  knowing  how  long  a  time  was  involved  and 
to  know  the  Committee  authorized  that  payment  because  it 
was  one  of  a  sequence  of  the  former  authorization  of  having 
gone  into  the  syndicate. 

Q.  But  it  would  be  natural  for  the  Committee  to  ascertain 
during  that  time  it  was  expected  the  stock  should  be  held?     A 
Yes. 

Q.  Do  you  know  whether  they  did  ascertain  that?  A.  We 
are  endeavoring  to  ascertain  that  fact.  We  have  asked  for  a  copy 
of  the  syndicate  agreement. 

Q.  Well,  did  not  the  Committee  ascertain  it  at  this  time?  A. 
No. 

Q.  Before  authorizing  the  payment?     A.  No. 

Q.  Did  it  endeavor  to  do  so  ?  A.  No.  That  act  was  only  an 
act  of  following  the  previous  authorizations. 

Q.  I  notice  that  after  discussion  in  the  matter  of  the  Union 
Pacific  Preferred  holding  syndicate — I  read  from  the  same 
minutes — it  was  on  motion,  duly  seconded,  resolved  that  the 
Chairman' should  have  power  to  sell  the  Society's  interest  in  this 
syndicate  at  cost  with  interest  at  4  per  cent.  Do  you  know  what 
reason  there  was  for  that  action ?     A.  No,  sir. 

Q.  Or  what  ground  it  was  based  upon?     A.   No,  sir. 

Q.  Are  you  prepared  to  say  that  the  Committee  was  wholly 
in  the  dark  as  to  the  length  of  time  during  which  the  shares  were 
held?     A.  I  really  don't  know. 

Q.  Was  it  not  a  period  of  some  years?     A.  I  don't  know. 
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Q.  This  letter  that  you  refer  to,  addressed  to  Mr.  Hyde  by 
Kuhn,  Loeb  &  Company,  which  contained  the  words,  "The  same 
are  not  to  be  transferred,"  you  do  not  happen  to  have  here?  A. 
No. 

Q.  That  you  will  furnish?  A.  We  will  furnish  you  either  that 
or  a  copy. 

Q.  The  next  syndicate  I  find  on  the  list  is  Southern  Railway 
notes,  series  C,  syndicate.  Managers  not  stated.  Payment  has 
been  made,  however.  To  whom  was  the  payment  made?  A. 
We  are  looking  all  these  facts  up  where  the 

Q.  There  a  profit  has  been  received?  You  are  not  prepared 
to-  state  from  whom  at  present?  A.  No,  the  ledger  does  not 
show  to  whom  the  money  was  paid  out  or  received.  We  have 
to  get  that  from  the  cashier's  department. 

Q.  The  next  is  International  Navigation  Company  First  Mort- 
gage Bonds  Syndicate.  Managers  J.  P.  Morgan  &  Company. 
Allotment  through  J.  H.  Hyde  and  associates.  Terms,  this 
syndicate  was  formed  to  furnish  bankers  such  cash  sums  as  in 
the  aggregate  shall  not  exceed  $5,000,000 — is  that  $5,000,000? 
A.  $5,800,000 

Q-  $57855,255,  to  make  payment  for  the  purchase  of  $6,330,000 
of  First  Mortgage  Bonds  of  the  International  Navigation  Com- 
pany of  New  Jersey,  the  name  of  which  has  been  changed  to  the 
International  Mercantile  Marine  Company,  at  95  and  interest 
less  commission  of  2^^  per  cent.  What  was  the  amount  of  the 
allotment?     A.  Apparently  $500,000  par. 

Q.  Is  there  any  correspondence  on  file  regarding  the  allotment 
through  J.  H.  Hyde  and  associates?  A.  Either  correspondence 
or  memoranda. 

Q.  I  should  like  to  have  those  produced.  Is  there  any  state- 
ment or  information  as  to  who  Mr.  Hyde's  associates  were  in  the 
matter?     A.  No,  sir. 


1067 


Testimony  of  Henry  Rogers  Winthrop 

Q.  The  Society,  according  to  this  statement,  has  paid A. 

$462,500. 

Q.  I  don't  quite  understand — well,  I  will  not  go  into  that. 
Now,  do  I  understand  that  when  J.  P.  Morgan  &  Company  called 
on  the  Equitable  Society  for  payment  on  the  syndicate  subscrip- 
tions, they  did  not  call  at  par?  A.  They  called  on  J.  H.  Hyde 
and  associates  on  March  23,  1903, for  apart  of  $250,000,  on  which 
we  paid  $231,250. 

Q.  They  called  on  James  H.  Hyde  and  associates  for  the 
amount  due  on  the  subscription,  or  that  is  for  a  proportionate 
amount?     A.  Yes. 

Q.  Due  on  the  subscription  of  J.  H.  Hyde  and  associates?  A. 
Yes. 

Q.  And  the  part  that  the  Society  had  in  the  call  was  $250,000 
par?     A.  Yes. 

Q.  But  the  amount  which  the  Society  was  required  to  pay 
under  that  call  was  $231,250?     A.  Yes. 

Q.  Similarly,  in  the  one  on  May  8,  1903,  the  Society's  share 
was  $100,000  par,  but  the  Society  only  paid  $92,500?     A.  Yes. 
Q.  And  June  8,  1903,  the  call  was  $75,000  par,  biit  the  Society 
had  to  pay  $69,375?     ^-  Yes. 

Q.  And  on  July  10,  1903,  the  call  was  for  $75,000  par  and  the 
Society  paid  $69,375?     ^-  Yes. 

Q.  Have  you  information  enabling  you  to  state  whether  the 
call  upon  the  subscribers  generally  of  that  syndicate  was  at  a  rate 
less  than  par?  A.  Well,  you  can  see,  Mr.  Hughes,  that  the  par 
value  and  the  cost  show  that  each  one  of  those  stocks  was  at  92^^. 
Q.  92>^?  A.  Yes,  the  syndicate  price  as  mentioned  in  the 
terms. 

Q.  Have  you  any  information  which  will  enable  you  to  say 
that  was  the  call  generally  made  on  the  subscribers  to  the  syndi- 
cate by  Morgan  &  Company,  at  92^  instead  of  par?     A.  Pre- 
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sumabty  it  was.     We  have  not  the  letters  from  J.  P.  Morgan  & 
Company. 

Q.  Now  tinder  the  head  of  result  in  cash  or  securities  we  find, 
January  4,  1905,  certificate  surrendered  for  bond,  $500,000. 
That  means  you  had  certificates  for  the  interest  in  the  syndicate  ? 
A.  As  we  made  payments. 

Q.  As  you  made  payments?     A.  We  gave  certificates. 

Q.  When  you  surrendered  the  certificate  and  got  bonds?  A. 
Yes. 

Q.  And  those  bonds  were  for  the  full  amount  in  par  of  the  par 
of  the  calls  and  the  actual  cost  of  those  bonds  to  you  was  $462,- 
500?     A.  Yes. 

Q.  On  December  31st,  1904,  the  Equitable  Life  Assurance 
Society  made  its  report  to  the  department  of  insurance  or  the 
Superintendent  of  Insurance  and  it  put  the  International  Navi- 
gation syndicate  interest  at  book  value '$462,500?     A.  Yes. 

Q.  That  was  the  amount  which  they  had  actually  paid  for  the 
bonds?     A.  The  actual  book  value. 

Q.  The  actual  book  value,  and  then  they  put  the  par  value, 
400,000  which  was  the  par  of  the  bonds  they  had  taken. 
A.  Yes. 

Q.  Then  they  put  market  value  $433,751,  the  market  value 
being  considerably  less  than  the  cost? 

Q.  How  was  that  figured  out,  I  mean  to  say  on  what  basis 
was  the  market  value  taken  at  less  than  the  par  and  less  than  the 
cost?  A.  All  market  values  are  made  up  from  stock  exchange 
records  or  records  as  reported  in  the  financial  journals. 

Q.  So  that  you  took  the  bonds  at  the  market  value  of  about 
86?     A.  Yes,  sir. 

Q.  Or  not  at  par,  or  not  even  at  what  they  had  cost  you?  A. 
We  put  the  bonds  in  our  statement  to  make  up  our  assets  at  the 
actual  selling  price  of  the  bonds  at  the  end  of  the  ye^r. 
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Q.  The  actual  selling  price  of  the  bonds  at  the  end  of  the  year 
was  about  86?     A.  To  the  best  of  our  information. 

Q.  At  which  you  carried  them?     A.  Sure. 

Q.  Have  you  any  information  as  to  what  interests  Mr.  Hyde 
himself  or  other  associates  had  in  this  matter?     A.  No,  sir. 

Q.  Or  who  his  associates  were?     A.  No,  sir. 

Q.  And  no  memoranda  or  letters  of  that  matter  ?     A.  No,  sir. 

Q.  The  next  syndicate  I  find  mentioned  here  is  Union  Pacific 
1%  year  five  per  cent,  note  syndicate,  managers  Kuhn,  Loeb  & 
Company,  participation  is  not  stated?  A.  The  first  entry  on  our 
book  is  that  we  paid  out  $172,375  receiving  in  return  a  receipt 
for  that  amount. 

Q.  That  was  in  August,  1903,  and  a  similar  payment  at  98 >^ 
and  interest  was  made  Sept.  ist,-  1903,  for  another  $175,000? 
A.  Yes. 

Q.  And  then  the  whole  lot  of  $350,000  were  transferred  to  bond 
account  ?  A.  Yes  and  we  afterwards  received  a  profit  amounting 
to  $2,625. 

Q.  That  was  received  direct  from  the  syndicate  managers? 
A.  Presumably,  yes,  sir. 

Q.  The  next  syndicate  is  dated  October  28th,  1903,  Phila- 
delphia, Baltimore  &  Washington  bond  syndicate,  Kuhn,  Loeb  & 
Company  ?  A.  This  syndicate  and  the  one  immediately  following 
it  were  a  part  really  of  the  same  syndicate,  if  you  will  notice. 

Q.  That  is  the  one  immediately  following  jLong  Island 
refunding  4  per  cent,  bond  syndicate,  Kuhn,  Loeb  &  Company. 
The  terms  are  stated  here:  "Syndicate  formed  by  Kuhn,  Loeb  & 
Company  for  the  purchase  of  $10,000,000  Philadelphia,  Balti- 
more &  Washington  4  per  cent,  bonds  and  $10,000,000  Long 
Island  Railroad  refunding  4  per  cent,  bonds,  the  latter  uncon- 
ditionally guaranteed  as  to  principal  and  interest  by  the  Penn- 
sylvania Railroad."  I  do  not  find  any  statement  of  the  amount 
of  the  allotment  there.     Have  you  any  information  on  that? 


1070 


Testimony  of  Henry  Rogers  Winthrop 

A.  No.  The  first  entry  in  our  books  is  the  first  payment  on 
January  ii,  1904. 

Q.   I  find  that  in  the  Frick  report  under  date  of  October  28th' 

1903,  a-reference  is  made  to  a  syndicate  allotment  of  $600,000 
from  Kuhn,  Loeb  &  Company  to  James  H.  Hyde  and  associates 
in  the  syndicate  of  the  Philadelphia,  Baltimore  &  Washington 
and  Long  Island  refunding. 4's.  Is  not  that  the  same  syndicate? 
A.  Yes. 

Q.  But  I  do  not  find  in  the  Frick  report  any  mention  of  any 
participation  by  the  Equitable  Society  in  the  allotment  of 
Jaraes  H.  Hyde  and  associates,  which  seems  to  be  accounted  fo^ 
by  individual  participation  without  reference  to  the  Equitable 
as  a  society?  A.  Apparently — the  Equitable  apparently  had 
its  allotment  directly  from  the  bankers. 

Q.  And  James  H.  Hyde  and  associates  had  their  allotment 
directly  from  the  bankers?     A.  Yes. 

Q.  And  according  to  the  Frick  report  the  allotment  of  James 
H.  Hyde  and  associates  was  a  total  of  $600,000  and  you  have  no 
data  which  will  enable  you  to  state  the  allotment  of  the  Equit- 
able ?  A.  That  we  will  be  able  to  furnish  you  very  soon,  I  believe. 
'  Q.  What  memoranda  or  letters  are  there  on  the  file  of  the 
Equitable  which  shows  that  there  was  an  allotment  to  the 
Equitable  direct  from  Kuhn,  Loeb  &  Company  apart  from 
James  H.  Hyde  and  associates  in  this  syndicate?  A.  I  will  have 
that  looked  up,  Mr.  Hughes. 

Q.  I  would  like  to  have  whatever  you  have  on  that  point. 
A.  I  have  made  a  note  of  it. 

Q.  There  are  payments  made  here  as  follows:  January  nth- 

1904,  at  loi  and  interest  $20,000;  ditto  $100,000;  total  $121,200 
To  whom  was  those  payments  made?  A.  I  think  they  were 
made  to  Kuhn,  Loeb  &  Company. 

Q.  Direct?     A.  Direct. 

Q.  And  not  through  James  H.  Hyde  and  associates?     A.  No- 
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Our  method  of  getting  these  facts  up — where  we  do  not  put  it  to 
James  H.  Hyde  and  associates,  I  believe  it  will  be  found  that  the 
payments  were  made  direct  to  the  syndicate  managers. 

Q.  I  assumed  that  and  wanted  it  brought  out  clearly..  Then 
when  on  January  1 8th,  1904  the  Equitable  received  $121,200  they 
received  that  direct  from  Kuhn,  Loeb  &  Company?  A.  I  believe 
so. 

Q.  And  also  received  a  profit  on  their  interest  in  the  syndicate 
of  $2,386.11?  A.  Part  of  which  profit  belonged  to  the  Long 
Island  refunding  4  per  cent,  gold  bond  syndicate  as  well. 

Q.  They  were  handled  together?     A.  Yes,  sir. 

Q.  I  find  in  the  Frick  report  a  reference  to  a  minute  or 
action  of  the  executive  committee  on  October  30th,  1903,  at 
which  were  present  Messrs.  Alexander,  Wheelock,  Depew, 
Squires,  SchifE,  Deming,  Baldwin  and  George  Jordan  whereby 
it  was  resolved  that  the  matter  of  subscribing  to  the  syndicate 
formed  by  Kuhn,  Loeb  &  Company  for  the  $10,000,000  Phila- 
delphia, Baltimore  &  Washington  new  4  per  cent,  bonds  and  the 
$10,000,000  Long  Island  Railroad  refunding  4  per  cent,  bonds, 
the  latter  unconditionally  guaranteed  as  to  principal  and  interest 
by  the  Pennsylvania  Railroad,  be  left  to  the  president  and 
vice-president  with  power.  So  according  to  that,  the  taking  of 
a  participation  in  the  syndicate  direct  by  the  Society  was  brought 
up  before  the  executive  committee,  and  discussed  and  power 
given  to  the  president  and  vice-president  to  act  in  the  matter. 
I  am  right  in  assuming  that?     A.  I  believe  so,  yes. 

Q.  You  have  made  a  note  of  the  memoranda  and  letters  with 
regard  to  that  have  you ?     A.  Yes,  sir. 

Q.  The  next  syndicate  is  under  date  of  May  6th,  1904,  Imperial 
Japanese  Government  6  per  cent,  sterling  loan  syndicate  first 
series,  managers  Kuhn,  Loeb  &  Company,  allotment  $750,000 
through  J.  H.  Hyde  and  associates.  This  syndicate  was  formed 
for  the  purchase  of  these  bonds  by  Kuhn,  Loeb  &  Company  at 
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89  and  interest.  There  no  payments  were  made  by  the  Society? 
A.  No,  sir. 

Q.  That  is  under  the  syndicate?     A.  Under  the  syndicate. 

Q.  And  the  Society  on  June  2d,  1904,  received  a  profit  of 
$8,784  and  on  June  11,  1904,  a  further  profit  of  $9,613.  That  is 
the  syndicate  allotment  of  the  Equitable  Life  referred  to  in  the 
Frick  report  under  date  of  May  6th,  1904?     A.  Yes. 

Q.  As  a  part  of  the  total  amount  alloted  to  J.  H.  Hyde  and 
associates.  Now  the  second  syndicate  in  6's,  Japanese  govern- 
ment 6's,  was  not  until  Novem.ber,  1904,  as  I  understand  it? 
A.  That  has  no  reference  to  the  one  we  are  working  on. 

Q.  Yes,  I  say  the  second  one  was  in  November.     A.  Yes. 

Q.  So  that  the  purchases  made  by  the  Society  of  Japanese  6's 
were  purchases  of  this  first  issue  referred  to  in  the  syndicate? 
A.  Well,  if  it  so  states,  we  purchased  bonds  in  each  of  the  two 
syndicates. 

Q.  Yes,  but  the  purchases  prior  to  November,  1904,  were  of 
the  flotation  to  which  this  first  syndicate  had  reference  ?     A.  Yes. 

Q.  Now  I  find  in  your  record  of  purchases  the  following:  May 
25,  1904,  Imperial  Japanese  Government  Bonds,  6%  Sterling 
loan,  par,  $170,000,  amount  paid  less  interest,  $170,000,  pur- 
chased from  Kuhn,  Loeb  &  Company.  June  30,  1904,  Imperial 
Japanese  Government  6%  Sterling  loan,  $1,404,812,  amLOunt  paid 
less  interest,  $1,404,812,  Kuhn,  Loeb  &  Company.  The  same 
date,  Imperial  Japanese  Government  6%  Sterling  loan,  $1,655,- 
800;  amount  paid  less  interest,  $1,551,352.  From  whom  was 
that  last  batch  purchased?     A.  There  is  a  ditto  mark. 

Q.  Those  are  ditto  marks?     A.  I  believe  so. 

Q.  From  Kuhn,  Loeb  &  Company.  I  notice  in  the  report, 
under  the  statement  of  the  first  syndicate,  it  is  said,  "The 
Society  purchased  $1,801,900  in  this  syndicate,  which  cost  them 
$1,688,117."  Is  it  correct  to  say  that  in  fact  they  purchased 
about  $3,200,000  of  those?    A.  Well,  I  would  hke  to  look  at  our 
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sales  of  the  same  date  to  see  if  some  of  these  were  not  sold.  We 
have  at  various  times,  Mr.  Hughes,  bought  a  larger  block  of 
securities  than  what  is  really  a  purchase.  We  will  buy  frequently 
more  securities  than  the  Society  wants,  letting  one  of  the  trust 
companies  have  the  benefit  of  the  same  price  as  what  we  paid  for 
ours,  so  if  there  is  a  sale  on  the  same  date  it  will  show  the  net 
purchase  to  us  of  that  date. 

Q.  Nowyou  take  the  first  date  I  gave,  May  25,  1904,  apurchase 
of  $170,000  of  Japanese  6's.  1  find  nothing  in  the  sale  sheet  at 
that  time.     A.  Then  that  is  not  one  of  the  cases. 

Q.  On  the  other  hand,  on  June  30,  1904,  I  do  find  under  that 
date  Imperial  Japanese  Government  6%  Sterling  loan,  $1,574,- 
812,  amount  received  less  interest  $1,574,812,  and  the  na,me  of 
the  purchaser  left  blank.  Who  was  the  purchaser?  A.  I  will 
look  that  up. 

Q.  You  find  it  necessary  to  look  that  up?     A.  Yes. 

Q.  I  find  following  the  sales  that  on  November  17,  1904,  there 
were  sold  of  Japanese  6's  $233,760,  for  $218,864,  to  Alexander  & 
Thomas;  $20,454  for  $19,151  to  the  same;  $6,8i8for  $6,382  to  the 
same;  and  $1,112,308  for  $1,041,  241  to  Kuhn,  Loeb  &  Company. 
Those  are  the  6's  which  were  acquired  under  the  purchases  we 
have  just  mentioned?  A.  Well,  presumably,  yes.  They  would 
say  second  series  if  they  were  the  others. 

Q.  Then  on  December  5,  1904,  $170,000  of  them  were  sold  at 
$131,427  to  the  Mercantile  Trust  Company?     A.  Yes. 

Q.  So  that  the  holdings  of  the  Equitable  acquired  through  the 
purchases  that  have  been  named  were  apparently  closed  oxit  by 
sales  before  the  end  of  the  year?     A.  Yes. 

MR.  HUGHES:  I  am  ready  to  suspend. 

THE  CHAIRMAN :  The  Committee  has  found  a  three  days' 
session  so  satisfactory  both  to  the  counsel  and  itself,  that,  espe- 
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cially  on  that  account  and  because  the  Board  of  Aldermen  are  to 
meet  here  next  Tuesday,  they  will  hold  a  three  days'  session  only 
next  week;  and  if  it  seems,  as  appears  now,  that  time  can  really 
be  saved  by  curtailing  the  pubhc  sessions  to  three  days  a  week 
instead  of  taking  the  whole  four,  that  will  be  adopted  as  the 
coiirse  instead  of  four  days. 

The  Committee  now  stands  adjourned  until  next  Wednesday 
morning  at  10.30  a.m. 


107s 
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ALDERMANIC       CHAMBER, 
City  Hall,  New  York  City. 

September  27,  1905. 

The  Committee  met  pursuant  to  adjournment. 

Senator  Armstrong  in  the  chair. 

THE  CHAIRMAN :  Gentlemen,  this  Committee  meets  this 
morning  under  most  distressing  circumstances.  The  Speaker 
of  the  Assembly  of  the  State,  Mr.  Nixon,  beloved  of  us  all,  is 
lying  critically  ill  at  his  home  in  Westfield.  Our  best  informa- 
tion this  morning  leads  us  to  fear  that  he  will  not  recover.  If 
such  unhappy  event  should  occur  the  Committee  will  instantly 
adjourn,  and  as  we  are  in  communication  with  his  home  we  may 
receive  unfavorable  news  from  there  at  any  time.  Until  we  hear 
better  news,  as  we  hope,  or  worse,  if  it  must  be,  we  will  proceed. 

GEORGE  C.  VAN  TUYL,  JR.,  called  as  a  witness,  being 
duly  sworn,  testifies  as  follows  : 

BY  MR.  HUGHES : 

Q.  What  is  your  occupation,  Mr.  Van  Tuyl  ?  A.  I  am  secre- 
tary and  treasurer  of  the  Albany  Trust  Company. 

Q.  How  long  have  you  been  such  ?  A.  Since  the  20th  day  of 
March,  1900. 

Q.  You  have  been  asked  to  produce  a  transcript  of  the  ac- 
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count  of  Andrew  'Hamilton  with  the  Albany  Trust  Company. 
Have  you  produced  it?    A.  I  have,  sir. 

Q.  Is  this  the  paper?    A.  It  is. 

Q.  Is  that  a  complete  and  correct  transcript  of  that  account 
as  it  appears  on  the  books  of  the  Albany  Trust  Company?  A. 
It  is. 

Q.  When  was  the  account  opened?    A.  February  21,  1905. 

Q.  The  items  on  the  left-hand  side  of  the  account  are  items 
of  drafts  and  the  items  on  the  right-hand  side  of  the  account  are 
items  of  credits  or  deposits?  A.  The  items  on  the  left-hand 
side  are  items  of  deposit,  and  the  items  on  the  right-hand  side 
are  items  of  drafts. 

Q.  Do  you  mean  that?  A.  I  do  not.  I  beg  your  pardon,  sir. 
Excuse  me. 

Q.  The  items  on  the  left-hand  side  are  items  of  drafts  or  checks 
drawn  against  the  account,  and  the  items  on  the  right-hand  side 
are  deposits  to  the  credit  of  the  account  ?    A.  Yes,  sir. 

Q.  Has  the  bank  any  record  of  the  items  of  deposit  or  the 
items  of  checks  other  than  as  appear  here  ?    A.  They  have  none. 

Q.  Do  you  yourself  know  anything  about  these  items  of 
drafts  upon  this  account  ?    A.  I  do  not. 

Q.  To  whom  were  they  paid  or  for  what  purpose?  A.  I  do 
not  know. 

Q.  Is  there  anything  on  the  books  of  the  bank  which  would 
show,  or  on  memoranda  or  tickets  kept  by  the  bank  which  would 
show,  which  of  these  checks  had  been  cashed?    A.  No,  sir. 

Q.  The  teller's  check  shows  that,  doesn't  it?  A.  The  teller's 
sheet  would  show  an  amount,  but  not  whose  check  was  cashed. 

Q.  No,  but  it  would  show  whether  or  not  a  check  was  cashed? 
A.  Of  these  amounts. 

Q.  Or  whether  it  was  drawn  to  order  and  passed  through 
another  bank?    A.  Oh,  yes. 
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Q.  Have  you  any  knowledge  or  information  about  this  ac- 
count other  than  appears  upon  this  sheet  ?    A.  I  have  not. 

MR.  HUGHES:  That  is  all.  I  will  have  this  marked  for 
identification. 

(Marked  Exhibit  i6o  for  identification.) 

HENRY  ROGERS  WINTHROP,  recalled,  testifies  as  fol- 
lows : 

BY  MR  .HUGHES : 

Q.  Have  you  made,  Mr.  Winthrop,  a  further  examination  of 
the  matters  which  were  the  subject  of  our  inquiry  on  Friday  last, 
since  the  adjournment?  A.  Yes,  sir,  and  while  we  found  that 
what  had  been  prepared  beforehand  was  in  the  main  correct,  we 
were  able,  by  further  investigation  and  assistance  from  the 
bankers  and  trust  companies  mentioned,  to  get  a  good  deal 
more  data  which  we  have  now  prepared. 

Q.  You  have  furnished  me  a  list  of  syndicates  and  of  man- 
agers. The  transactions  mentioned  on  this  list  are  in  the  same 
order  as  those  on  the  syndicate  sheet  Exhibit  157  for  identifi- 
tion  ?    A.  Yes,  sir ;  numbered  the  same  way. 

MR.  HUGHES :   Mark  that  for  identification. 

(Marked  Exhibit  161  for  identification.) 

Q.  The  first  of  these  is  syndicate  account  Union  Pacific  Rail- 
way bonds.  Managers  Kuhn,  Loeb  &  Company.  You  have  pro- 
duced a  statement  recording  those  which  I  understand  has  been 
obtained  from  your  examination  of  the  records  of  the  com- 
panies?   A.  Yes,  sir. 
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Q.  And  other  sources  of  information  available  to  you?    A. 
Yes,  sir. 

MR.  HUGHES :  I  will  read  it  upon  the  record : 

"UNION  PACIFIC  REORGANIZATION  SYNDICATE. 

"Managers,  Kuhn,  Loeb  &  Company. 

"General  Fitzgerald  received  from  the  managers  a  participa- 
tion of  $1,500,000,  and  allotted  to  the  Equitable  $750,000. 

"The  following  amounts  were  called : 

Par.  Cost. 

"Nov.  II,  1895,  for  expenses 7)500 

"Dec.  26,  1895,  10%  payment 7S,ooo  75,ooo 

"Jan.  6,  1896,  10%  payment 75,ooo  7S,ooo 

"Nov.  18,  1897,  80%  payment 600,000  600,000 

"The  following  amounts  were  returned,  with  6  per  cent,  in- 
terest : 

"Dec.  3,  '97,  1%  for  expenses  ret'd 7.500 

"Dec.  3,  '97,  50%  of  subscription  ret'd. .  .   375,000     375,000 
"Feb.  3, '96,  50%  of  subscription  ret'd. .  .   375,000     375,000 

"The  Society  also  received  3,750  shares  of  Union  Pacific  Pre- 
ferred stock,  being  compensation  to  which  the  participants  in 
the  original  reorganization  syndicate  were  entitled." 

Q.  Are  you  able  to  state  who  were  associated  with  General 
Fitzgerald  in  that  transaction  ?    A.  No,  sir. 

Q.  Apart  I  mean  from  the  Equitable?     A.  No,  sir. 

Q.  Did  the  Equitable  pay  the  entire  amount  that  was  called  for 
on  the  participation  of  $1,500,000  which  General  Fitzgerald  re- 
ceived, or  only  upon  its  share  of  $750,000?  A.  Only  on  its  share 
of  $750,000. 
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Q.  Are  you  able  to  state  what  profits  were  received  from  this 
syndicate?  A.  There  were  no  profits  in  cash.  The  profits  con- 
sisted of  some  shares  of  Union  Pacific  Preferred  stock. 

Q.  Were  there  any  profits  in  cash  distributed  by  the  syndicate 
managers  so  far  as  you  are  able  to  ascertain?     A.  I  believe  not. 

Q.  So,  according  to  your  information,  General  Fitzgerald  and 
the  others  in  the  syndicate  simply  got  shares  of  stock  as  their 
part  of  the  profits?    A.  Yes,  sir. 

Q.  And  the  society  also  received  its  shares  of  stock?  A.  Yes, 
sir. 

Q.  These  3,750  shares  are  the  portion  of  the  profits  which 
the  society  was  entitled  to  on  its  participation?     A.  Yes,  sir. 

Q.  How  were  those  shares  booked  by  the  Equitable?  Were  they 
entered  upon  the  security  register?  A.  Yes,  sir;  entered  upon 
our  books ;  yes,  sir. 

Q.  In  regular  course?     A.  In  regular  course. 

Q.  And  their  participation  appeared  to  have  been  accounted 
for  ?     A.  Yes,  sir  ;  entirely. 

Q.  Now,  in  the  statement  that  was  made  on  Friday  from  this 
syndicate  list.  Exhibit  157,  for  identification,  it  was  said  that 
$750,000  allotment  had  been  received  by  the  society  from  the 
Mercantile  Trust  Company.  Was  that  accurate?  A.  That 
statement  was  made  in  that  way  because  the  vouchers  showed  that 
the  checks  were  drawn  to  the  order  of  the  Mercantile  Trust 
Company. 

Q.  What  checks  do  you  refer  to?  A.  The  checks  for  the 
amounts  called  by  the  syndicate  managers  under  the  various  calls, 
one  per  cent.,  and  so  forth. 

Q.  Have  you  the  vouchers  relating  to  that  matter?  A.  Yes, 
sir. 

Q.  You  produce  voucher  as  follows: 
"Equitable  Life  Assurance  Society  of  the  United  States : 

"Please  draw  check  to  the  order  of  the  Mercantile  Trust  Com- 
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pany  for  Seventy-Five  Hundred  Dollars,  being  our  share  of  one 
per  cent,  of  the  expense  of  reorganization  of  the  Union  Pacific 
Railroad  Company.     Seventy-five  hundred  dollars  paid  November 

II,   1895. 

"M.  Murray,  Cashier. 

"Purchase  authorized  by  the  Committee  on  Finance. 

"George  H.  Squire,  Chairman. 
"Approved:  Thomas  D.  Jordan,   Comptroller. 

"New  York,  November  9,  1895." 

Q.  Mr.  George  H.  Squire  was  at  that  time  the  treasurer  of 
the  Mercantile  Trust  Company  and  secretary  of  the  sub-com- 
mittee on  finance  of  the  Equitable  Assurance  Society  ?     A.  Yes. 

Q.  And  at  or  about  the  time  of  this  payment  of  $7,500  for  ex- 
penses Mr.  Squire  requested  by  letter  the  Equitable  Life  Assur- 
ance Society  to  pay  to  the  order  of  the  Mercantile  Trust  Com- 
pany the  amount  of  $7,500     A.  Yes,  sir. 

Q.  Then  on  December  26,  1895,  further  payment  was  made 
by  the  Equitable  Society  of  $75,000  and  the  voucher  that  you 
now  produce  shows  that  that  was  for  $75,000  par  value  of 
Union  Pacific  subscription  purchased  of  the  Mercantile  Trust 
Company?  A.  Yes,  sir.  Where  our  vouchers  show  purchases 
it  means  that  that  is  to  whom  the  check  was  drawn. 

Q.  And  that  payment  was  authorized  by  the  Committee  on 
Finance  under  the  signature  of  Louis  Fitzgerald,  Chairman,  the 
voucher  is  approved  by  T.  D.  Jordan,  Comptroller?     A.  Yes. 

Q.  The  same  course  is  taken  with  the  next  payment  of  $75,000 
save  that  the  voucher  is  signed  by  George  H.  Squire,  Treasurer, 
and  approved  by  T.  D.  Jordan,  Comptroller?    A.  Yes. 

Q.  Then  the  final  payment  on  November  9,  1897,  was  pur- 
suant to  the  letter  which  you  now  produce?  A.  Yes,  sir,  ap- 
proximately. 
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O.  The  voucher  being  signed  by  George  H.  Squire,  Secre- 
tary, and  approved  by  George  T.  Wilson,  Fourth  Vice-President 
A.  Yes,  sir.  The  second  signature  is  nearly  always  nothing 
but  a  countersigning,  any  officer  can  sign  it. 

Q.  So  far  as  you  are  able  to  learn  did  the  Mercantile  Trust 
Company  in  any  way  participate  in  this  syndicate?  A.  I  don't 
know.     We  have  not  shown  their  participation  here. 

MR.  HUGHES :  I  offer  in  evidence  the  letter  by  George  H. 
Squire,  Treasurer,  to  General  Louis  Fitzgerald,  Chairman,  under 
date  of  November  9,  1897,  and  will  read  it  upon  the  record. 

;\IR.  HUGHES  read  Exhibit  No.  162. 

Q.  General  Louis  Fitzgerald  was  at  that  time  chairman  of 
the  Executive  Committee  ?    A.  No. 

Q.  What  was  he  chairman  of  ?  A.  Finance  Committee  at  that 
time. 

MR.  CRAVATH :   Both. 

THE  WITNESS:  Both,  was  he? 

O.  That  is  of  the  Equitable  Life  Assurance  Society?  A.  Yes, 
I  am  informed  he  was. 

Q.  Then  I  understand  Mr.  Squire  is  treasurer  of  the  Mercan- 
tile Trust  Company,  having  written  to  Mr.  Fitzgerald  for  a  pay- 
ment by  the  Equitable  Life  Assurance  Society  of  $600,000  on 
this  participation,  then  signed  the  voucher  for  the  payment  as 
an  officer  of  the  Equitable  Life  Assurance  Society,  that  is,  for 
the  payment  of  the  $600,000?  A.  As  the  secretary  of  a  com- 
mittee.   He  was  not  one  of  the  officers. 

Q.  Yes,  as  secretary  of  the  committee.     Of  course,  this  is  a 
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minute  of  an  actual  transaction  by  the  committee?  A.  Appar- 
ently, yes,  sir. 

Q.  Those  are  all  the  records  on  that  transaction?    A.  Yes. 

Q.  I  might  ask  you,  before  we  leave  this,  if  you  have  made  in- 
quiries from  Kuhn,  Loeb  &  Company  to  ascertain  whether  any 
cash  profits  were  divided  among  the  members  of  the  syndicate? 
A.  I  have,  and  they  have  not,  the  profit  were  stock. 

Q.  Five  per  cent,  of  the  subscription  allotted  in  stock?  A.  50 
per  cent,  allotted  in  par. 

Q.  In  par,  yes,  but  in  number  of  shares  five  per  cent.  ?  A. 
Yes. 

Q.  And  whoever  held  the  remaining  $750,000  of  the  total  par- 
ticipation of  $1,500,000  which  General  Fitzgerald  has  received, 
also  according  to  your  information  received  3,750  shares  of 
Union  Pacific  preferred  stock  ?  A.  Yes. 

Q.  And  the  second  syndicate  is  St.  Louis  &  San  Francisco 
Underwriting  syndicate.  So  far  as  the  participation  of  the  Equi- 
table of  $100,000  and  the  receipt  of  it  from  the  Mercantile  Trust 
Company,  and  the  names  of  the  managers  of  the  syndicate  and 
the  payment  of  $18,000  on  April  30,  1896,  upon  account  of  the 
subscription  which  was  returned  August  29,  1896,  the  state- 
ments made  on  Friday  appear  to  be  correct  ?    A.  Yes,  sir. 

Q.  In  addition  to  that,  however,  have  you  foiind  that  there 
were  any  profits  realized  or  paid  upon  the  shares  of  the  Equi- 
table Life  Assurance  Society  in  that  syndicate?  A.  I  am  in- 
formed that  on  August  29,  1896,  a  check  was  drawn-to  the  order 
of  the  society  for  $23,91944.  Now,  we  are  trying  to  find  to 
what  account  that  credit  was  booked. 

Q.  Who  has  informed  you  that  that  check  was  drawn  to  the 
order  of  the  society  ?    A.  The  Mercantile  Trust  Company. 

Q.  Have  you  been  able  to  find  any  entry  of  the  receipt  of  that 
in  any  book  of  the  society  ?    A.  The  expert  accountants  that  are 
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now  employed  are  looking  that  up  and  we  hope  to  have  that  for 
you  to-day. 

Q.  Whose  check  was  it?  A.  The  Mercantile  Trust  Com- 
pany's check. 

Q.  Mercantile  Trust  Company  check  ?    A.  Yes. 

Q.  And  they  have  the  check?    A.  Yes. 

Q.  Was  it  endorsed  by  anyone  ?    A.  I  have  not  seen  it: 

Q.  Have  you  made  any  inquiries  of  the  syndicate  managers 
as  to  what  payments  were  made  on  account  of  profits  to  the 
various  participators?    A.  That  is  in  progress. 

Q.  No  settlement  report  upon  that?    A.  Not  as  yet. 

Q.  And  you  will  not  get  trace  of  any  payment  of  profits  to  the 
Equitable  other  than  in  this  check  ?    A.  No,  sir. 

Q.  Have  you  any  vouchers  or  papers  relating  to  that  syndi- 
cate?   A.  Yes. 

Q.  The  basis  of  )40ur  information  that  the  society  had  $ioo,- 
ooo  participation  in  that  syndicate  is  a  letter  from  Mr.  Squires, 
as  treasurer  of  the  Mercantile  Trust  Company,  to  General  Louis 
Fitzgerald,  the  chairman  of  the  Executive  Committee  or  Fin- 
ance Committee  of  the  Equitable  Life  Assurance  Society,  under 
date  of  April  20,  1896?    A.  Yes. 

Q.  Stating  "We  beg  leave  to  advise  you  that  in  compliance 
with  your  request  we  have  subscribed  for  account  of  the  society 
for  $100,000  in  the  St.  Louis  &  San  Francisco  reorganization 
syndicate."    A.  Yes. 

O.  And  the  voucher  for  the  payment  of  $18,000  is  signed  by 
George  H.  Squire  as  secretary  as  to  the  authorization  of  the 
Committee  on  Finance,  with  the  approval  of  T.  D.  Jordan,  comp- 
troller?   A.  Yes. 

Q.  Have  you  any  further  information  as  to  that  syndicate? 
A.  No,  sir. 

Q.  The  next  syndicate  is  Northern  Pacific  syndicate?  A. 
Yes. 
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Q.  The  details  which  you  now  furnish  me  as  to  this  are  ex- 
actly the  same  as  appear  upon  Exhibit  157  for  identification 
produced  on  Friday,  save  that  at  that  time  you  did  not  have  the 
amount  of  the  Equitable's  participation?    A.  Yes. 

Q.  And  that  amount  is  how  much  ?    A.  $500,000. 

Q.  And  that  was  received  from  the  Mercantile  Trust  Com- 
pany?   A.  Yes. 

Q.  Have  you  been  able  to  ascertain  how  much  the  total  par- 
ticipation was  allotted  to  the  Mercantile  Trust  Company?  A. 
We  will  have  that  information  shortly. 

Q.  The  profits  received  were  how  much?  A.  It  amounted  in 
the  long  run  to  $41,362.51. 

Q.  How  was  it  received,  in  cash  or  shares?  A.  It  was  re- 
ceived in  shares  of  the  Northern  Pacific  and  bonds. 

Q.  Are  those  accounted  for  upon  the  books?    A.  Yes,  sir. 

Q.  Have  you  taken  steps  to  ascertain  wheiher  the  amount  of 
profits  distributable  to  the  Equitable  Life  Assurance  Society 
correspond  with  the  amount  which  was  actually  received  by  the 
society?    A.  We  have. 

Q.  And  what  is  the  result?  A.  We  have  not  as  yet  got  the 
answer. 

Q.  Have  you  any  information  which  would  lead  you  to  sup- 
pose that  the  profits  are  not  fully  accounted  for?  A.  No,  sir, 
we  believe  they  are.     Here  is  the  first  one,  Mr.  Hughes. 

Q.  These  vouchers  you  produce  for  the  payments  mentioned 
on  Exhibit  157  for  identification  are  in  the  usual  form?    A.  Yes. 

Q.  Signed  by  Mr.  Squire  and  Mr.  Jordan  as  secretary  of  the 
Finance  Committee  and  the  comptroller,  respectively?    A.  Yes. 

Q.  And  that  is  all  the  information  you  have  on  that  syndicate? 
A.  Yes. 

Q.  The  fourth  one,  St.  Louis  &  Iron  Mountain  Railway  sec- 
ond mortgage  5's,  have  you  any  further  information  regarding 
that?    A.  It  is  all  the  same  except  at  the  end. 
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Q.  In  this  case  you  were  not  clear  on  Friday  as  to  the  total 
participation  of  the  Mercantile  Trust  Company.  You  now 
know  it  is  $1,500,000  according  to  this  statement?    A.  Yes. 

Q.  How  much  was  received  by  the  society?  A.  The  society 
received  the  entire  participation  of  $1,500,000. 

Q.  And  the  society  paid  them  $550,000  on  calls  that  were 
made  and  that  amount  was  afterward  transferred  to  bond  ac- 
count?   A.  The  society  withdrew  their  bonds. 

Q.  You  were  unable  to  state  on  Friday  the  amount  of  the 
profits  that  were  received.  Can  you  now  state?  A.  On  April 
30,  1897,  the  Mercantile  Trust  Company  sent  a  check  for  $21,- 
906.50  and  on  August  26,  1897,  $22,695.79.  We  are  now  look- 
ing up  to  see  what  accounts  these  checks  were  credited  to. 

Q.  Have  you  been  able  to  find  any  entry  of  the  receipt  of  the 
money  which  is  represented  in  these  checks  upon  your  books, 
that  is,  of  the  Equitable  Life  Assurance  Society  ?  They  are  not 
entered  in  the  books  of  the  syndicate,  but  they  may  have  been 
entered  upon  some  other  accotmt  which  we  are  having  looked 
up. 

Q.  Have  you  looked  in  the  entries  of  deposits  made  by  the 
Equitable  Life  in  its  various  bank  accounts  to  ascertain  whether 
those  amounts  went  to  the  credit  of  the  Equitable  Life  Assur- 
ance Society  ?    A.  That  is  being  done  this  morning. 

Q.  You  have  not  any  information  at  present  upon  it  ?  A.  No, 
sir. 

Q.  Whose  checks  were  those.  Mercantile  Trust  Company 
checks  ?    A.  I  believe  they  were. 

Q.  Were  they  drawn  to  the  order  of  the  society?  A.  They 
were. 

Q.  Do  you  know  how  they  were  endorsed?  A.  No,  sir,  I 
have  not  seen  them. 

Q.  Have  you  the  vouchers  and  correspondence  relating  to 
that?    A.  Yes. 
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Q.  Vouchers  for  the  payments  on  these  syndicates  were  in 
the  usual  form  and  signed  by  General  Fitzgerald  as  chairman, 
and  Thomas  D.  Jordan  as  comptroller?    A.    Yes. 

Q.  Now,  the  next  one  is  New  York  Central  &  Hudson  River 
refunding  syndicate  ?  A.  There  is  no  change  in  this  from  the 
previous  exhibit. 

Q.  That  is,  the  evidence  you  gave  upon  Friday  is  complete 
upon  that  point  ?    A.  Yes,  sir ;  the  syndicate  is  still  open. 

Q.  Have  any  profits  been  distributed  upon  that  to  any  mem- 
bers of  the  syndicate?  A.  No  profits.  Various  calls  have  been 
made  and  parts  of  those  calls  have  been  returned,  but  it  is  still 
an  open  syndicate. 

Q.  The  Equitable  took  that  directly  from  the  syndicate  man- 
agers ?    A.  The  syndicate  managers ;  $2,000,000. 

O.  No  person  was  connected  with  the  Equitable  in  that  parti- 
cipation?   A.  No,  sir. 

Q.  Have  you  the  papers  upon  that  point?  A.  Yes,  sir  (pro- 
ducing same). 

O.  Have  any  cash  profits  been  distributed  yet  by  the  syndi- 
cate managers?    A.  No  profits,  no.    Money 

Q.  Simply  returns  of  moneys  that  have  been  paid?  A.  Re- 
turns of  moneys  that  have  been  paid,  yes. 

Q.  You  have  information  on  that  from  the  syndicate  mana- 
gers, have  you  not?    A.  Yes,  sir. 

Q.  In  this  case  the  calls  came  direct  from  J.  P.  Morgan  & 
Company,  the  syndicate  managers,  addressed  to  the  Equitable 
Life  Assurance  Society  ?    A.  Yes,  sir. 

Q.  And  there  was  a  resolution  of  the  Executive  Committee 
apparently  here,  dated  May  19th— they  are  not  arranged  chron- 
ologically, are  they,  these  various  transactions?  A.  They  are 
arranged  chronologically  from  the  various  points  where  they 
appear  on  our  books. 

Q.  This  was  done  in  1895?     A.  Yes,  sir,  but  it  started  on 
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August  I,  1896.     Excuse  me,  it  started  on  December  15,  1902, 
apparently. 

Q.  Well,  my  attention  was  attracted  to  a  memorandum  of  a 
resolution  of  May  19,  1895?  A.  But,  Mr.  Hughes,  we  signed 
the  agreement  on  April  21,  1897. 

Q.  Yes.  I  have  here  the  syndicate  agreement.  Are  there  any 
resolutions  prior  to  May,  1905,  relative  to  the  matter?  A.  They 
are  not  read  on  the  minutes. 

Q.  And  in  regard  to  these  other  syndicate  transactions  that  I 
have  asked  you  about,  do  the  minutes  show  any  action  taken 
in  regard  to  them  ?  A.  No ;  not  in  detail ;  just  the  formal  min- 
utes. 

Q.  Yes,  but  the  minutes  don't  show  any  action  taken  regard- 
ing those  minutes  ?    A.  No,  sir. 

Q.  The  next  one  is  Chicago,  Rock  Island  &  Pacific  4's, 
Speyer  &  Company?    A.  Yes  (witness  producing  paper). 

Q.  You  were  unable  to  state  on  Friday  the  extent  of  the  so- 
ciety's participation.  What  do  you  find  it  to  be?  A,  $750,000 
direct  from  the  managers. 

Q.  No  one  connected  with  the  Equitable  in  that  participa- 
tion?   A.  No,  sir. 

Q.  You  have  the  vouchers  for  the  payments  which  were  made 
as  shown  in  Exhibit  157?    A.  Yes,  sir. 

Q.  And  the  bonds  were  withdrawn  for  investment  which  the 
society  received?    A.  Yes,  sir. 

Q.  Do  you  find  any  statement  of  profits  realized?  A.  I  don't 
believe  we  were  entitled  to  any. 

Q.  Why  do  you  say  that?     A.  Because  we  withdrew  the  bonds. 

Q.  Have  you  made  any  inquiries  of  the  syndicate  managers  in 
regard  to  that  ?  A.  We  have  asked  for  a  statement  with  regard 
to  all  these  matters  from  Speyer  &  Company. 

Q.  Your  present  information  is  that  you  were  not  entitled  to 
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profits  and  none  have  been  received  by  any  person  on  your  be- 
half?   A.     Yes,  sir. 

Q.  Is  there  nay  further  information  on  that  matter.  A.  No, 
sir. 

Q.  The  next  one  is  New  York  City  3%  per  cent,  stock  syndi- 
cate?    A.   (Witness  produces  paper.) 

Q.  What  was  this  transaction?  A.  It  appears  from  the 
vouchers  that  the  society,  through  the  New  York  Produce  Ex- 
change Trust  Company,  bid  for  one  million  New  York  City 
3V2,  half  a  million  to  be  Water  bonds  and  half  a  million  East 
River  Bridge  bonds. 

Q.  And  payments  were  made?  A.  Payments  were  made  on 
account.  A  check  was  drawn  to  the  order  of  the  City  Chamber- 
lain and  later  we  paid  a  check  to  the  order  of  the  Produce  Ex- 
change Trust  Company  for  $20,000,  being  2  per  cent,  of  the  par 
value  of  the  bonds  bid  for,  and  later  a  check  for  $2,023,  drawn 
to  the  order  of  the  trust  company,  being  the  society's  pro  rata 
share  of  the  expenses  connected  with  the  bidding  litigation. 

Q.  There  was  litigation  over  that,  I  believe?     A.  Yes,  sir. 

Q.  The  Equitable  got  the  bonds?     A.  Yes,  sir. 

Q.  They  went  on  their  books?     A.  Yes,  sir. 

Q.  Regularly?     A.  Yes,   sir. 

Q.  And  none  of  the  officers  of  the  Equitable,  or  persons  on 
its  Board,  had  any  connection  with  that  transaction  further  than 
to  take  an  action  of  authorization  or  approval?     A.  Yes,  sir. 

Q.  The  next  is  Central  Pacific  Refunding  syndicate,  Speyer 
&    Company?     A.   (Witness    produces    statement.) 

Q.  In  this  case  the  amount  of  the  participation  you  had  stated 
on  Friday  in  this  sheet  was  $500,000.  What  should  it  be?  A. 
$250,000. 

Q.  From  whom  was  it  received?     A.  Speyer  &  Company. 

Q.  Directly?     A.  We  received  it  directly. 

Q.  How  did  you  happen  to  put  it  down  at  $500,000  originally? 
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A.  Because  the  books  show  that  a  ten  per  cent,  call  had  been 
made,  but  by  looking  up  the  vouchers  we  found  that  there  was  a 
twenty  'per  cent,  call,  twenty  per  cent,  of  $250,000,  being  equal 
to  $50,000. 

Q.  But  as  a  matter  of  fact  the  call  was  a  twenty  per  cent, 
call?     A.  It  was  a  twenty  per  cent.  call. 

Q.  Now,  were  any  profits  received  on  that  syndicate  transac- 
tion? A.  On  December  15,  1899,  Speyer  &  Company  sent  to 
the  society  a  check  for  $14,074.89  profits.  We  are  unable  to 
trace  to  what  account  this  credit  was  booked. 

Q.  Have  you   seen  that  check?     A.  Yes,   sir. 

Q.  Have  you  looked  to  see,  or  has  anyone  in  the  society  looked 
to  see  if  it  was  banked  to  the  credit  of  the  Equitable  Life,  or 
was  deposited  to  the  credit  of  the  Equitable  Life?  A.  It  is  en- 
dorsed. 

Q.  Yes,  but  you  have  entries  showing  deposits  to  the  credit 
of  the  society?  A.  The  accountants  are  looking  that  up  this 
morning. 

Q.  They  have  so  far  been  unable  to  find  any  trace  of  that? 
Or  have  not  completed  it?  A.  They  were  not  asked  to  do  it 
until  late  last  night.  The  information  did  not  come  in  until 
about  half-past  three. 

Q.  And  so  they  are  trying  to  get  hold  of  that.  Have  you  made 
inquiries  of  Speyer  &  Company  to  ascertain  what  amount  of 
profits  were  paid  to  the  society  on  this  transaction?  A.  That 
check  was  the  entire  amount  of  profits  which  we  were  entitled  to. 

Q.  You  have  satisfied  yourself  on  that  point?  A.  We  have 
Speyer  &  Company's  letter  to  that  effect. 

Q.  The  check  was  to  the  order  of  the  society?     A.  Yes,  sir. 

Q.  And  endorsed  by  whom?     A.  T.  D.  Jordan,  Comptroller. 

Q.  You  show  me  the  letter  of  Speyer  &  Company  dated  Decem- 
ber 15,  1899,  stating  that  the  share  of  the  society  in  the  profits 
was  $14,074.89,  for  which  they  enclosed  check?     A.  Yes,  sir. 
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Q.  And  the  other  matters  relate  to  the  payment  on  the  call? 
A.  Yes,  sir,  showing  that  our  participation  was  $250,000. 

Q.  I  see.  And  a  copy  of  the  syndicate  agreement.  A.  Yes, 
sir. 

Q.  The  next  syndicate  is  Cleveland,  Canton  &  Southern.  A. 
Well,  this  should  not  have  appeared  on  our  syndicate  lists.  This 
is  nothing  more  nor  less  than  a  loan  made  by  the  Mercantile 
Trust  Company  to  the  managers  of  this  syndicate  and  the  Equita- 
ble took  one  million  participation  in  the  loan. 

O.  Well,  you  mean  that  the  Equitable  became  a  party  to  the 
joint  loan?     A.  To  a  joint  loan. 

Q.  That  is,  it  put  up  one  million  dollars  of  the  one  million 
five  hundred  thousand?     A.  Yes,  sir. 

Q.  And  that  loan  was  represented  by  notes  made  by  the  bor- 
rowers, managers  of  this  syndicate?  A.  And  the  society  held  as 
collateral  $1,000,000  Wheeling  and  Lake  Erie  5's. 

Q.  And  the  loan  was  repaid  with  interest?  A.  The  loan  was 
repaid  with  interest. 

Q.  And  there  were  no  profits  there  to  the  Equitable  or  to  the 
Mercantile  in  that  transaction?     A.  No,  sir;  just  the  interest. 

Q.  The  next  is  Southern  Pacific  2-5  year  four  per  cent,  bonds. 
(Witness  produces  statement.)  This  was  a  case  where  the 
participation  of  $250,000  received  by  the  Equitable  was  received 
from  George  H.  Squire  and  associates.  Have  you  been  able  txD 
ascertain  who  George  H.  Squire  and  associates  were?  A.  Well, 
it  eventually  got  on  our  books  direct. 

Q.  Will  you  explain  what  you  mean  by  that?  A.  Speyer  & 
Company  write  a  letter  in  which  they  state  that  "We  ceded  to 
you  and  your  associates — we  now  understand  that  the  same  has 
been  distributed  as  follows :  Equitable  Life  Assurance  Society 
$250,000;  Western  National  Bank,  $50,000;  J.  W.  Alexander, 
$50,000 ;  George  H.  Squire,  $50,000 ;  total,  $400,000." 

Q.  Will  you  allow  me  to  see  that  letter,  please?     (Letter 
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handed  Mr.  Hughes.)     That  is  under  date  of  November  i6, 
1900?    A.  Yes,  sir. 

MR.  HUGHES :   I  offer  that  letter  in  evidence. 

(Marked  Exhibit  163  and  read  by  Mr.  Hughes.) 

Q.  There  is  some  earlier  correspondence  in  regard  to  this 
matter.    I  find  a  letter  here  November  13,  1900?    A.  Yes,  sir. 
Q.  That  is  from  the  files  of  your  society  ?    A.  Yes,  sir. 

MR.  HUGHES  :   I  offer  it  in  evidence. 

(Marked  Exhibit  164  and  read  by  Mr.  Hughes.) 

Q.  Also  a  letter  of  November  15,  1900,  of  which  you  produce 
a  copy  from  the  files  of  the  society  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  165  and  read  by  Mr.  Hughes.) 

Q.  The  transaction  culminated  in  a  profit  in  1901,  did  it  not? 
A.  Yes,  sir. 

Q.  And  the  letter  which  you  now  show  me  is  from  Speyer  & 
Company  to  the  society  direct,  enclosing  a  check  for  $11,931.85, 
their  share  of  the  profits  ?    A.  Yes,  sir. 

Q.  That  was  the  share  of  the  profits  on  the  interest  of  $250,- 
000?    A.  Yes,  sir. 

Q.  Do  you  know  what  bonds  the  society  bought  of  that  issue  ? 
A.  I  haven't  looked  that  up,  Mr.  Hughes.  A  pencil  memorandum 
I  have  here  says  "No  bonds  were  taken  from  the  syndicate," 
although  we  may  have  purchased  others. 
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Q.  No  bonds  were  taken  from  the  syndicate  ?    A.  No,  sir. 

Q.  I  find  under  date  of  February  5  and  6,  1901,  a  reference 
to  purchase  of  Southern  Pacific  4's.  Is  that  the  same  issue? 
Those  are  4>4's?    A.  Those  are  2-5  year  4j4's. 

Q.  Not  they  ?    A.  No,  sir. 

Q.  Have  you  got  the  syndicate  agreement  with  you  that 
would  identify  that?  A.  Isn't  that  with  the  Speyer  letter?  I 
think  they  are  all  together. 

Q.  Yes,  it  says  4>4's.    They  are  not  the  same?    A.  No,  sir. 

Q.  Apparently  the  society  bought  none  of  those  bonds?  A. 
No,  sir. 

Q.  And  furnished  none  of  the  profits  that  were  divided?  A. 
Yes,  sir ;  that  is  right. 

Q.  The  next  syndicate  is  Pennsylvania  Coal  purchase  syndi- 
cate, managers  J.  P.  Morgan  &  Company.  You  have  already 
stated  that  a  participation  of  $750,000  was  received  from  Gen- 
eral Fitzgerald  and  others.  Have  you  a  statement  of  the  per- 
sons composing  General  Fitzgerald  and  others  ?    A.  Yes,  sir. 

Q.  Will  you  allow  me  to  see  it,  please?  (Produced  by  wit- 
ness.) 

Q.  You  present  me  with  this  statement  of  the  participants  in 
the  Pennsylvania  coal  purchase  syndicate  taken  from  the  files  of 
your  company  ?  A.  I  don't  know  where  it  is  from,  no,  sir.  I  am 
informed  that  these  are  old  memoranda  which  were  filed  away 
somewhere. 

Q.  In  the  archives  of  the  Society?  A.  In  the  archives  of  the 
Society. 

MR.  HUGHES :  Well,  I  offer  this  statement  in  evidence. 

(Marked  Exhibit  166.) 

Q.  This  apparently  states  the  names  of  the  participants,  the 
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amounts  of  the  participations  aggregating  $2,000,000,  the  amount 
of  bonds  which  they  were  called  upon  to  take  under  their  sub- 
scription which  is  stated  in  pencil  at  the  left-hand  before  the 
names  of  the  subscribers,  and  the  amount  which  they  were  to  pay 
in  the  first  payment  at  the  rate  of  $925  for  a  $1,000  bond  as  pro- 
vided for  in  the  agreement  which  is  in  the  final  column  ?    A.  Yes, 


MR.  HUGHES  :   I  will  read  it.     (Reads  Exhibit  No.  166.) 

O.  It  appears  that  these  were  the  amounts  called  for  as  the 
first  payment — that  is,  the  final  amounts  I  read  aggregating  $1,- 
110,000  January  15th,  1901.  From  another  memorandum  that 
you  handed  me  it  appears  that  the  second  payment  was  called  for 
Feburary  ist,  1901,  from  these  various  participants,  the  total  paid 
being  $55,500.     That  is  correct,  is  it  not?    A.  Yes,  sir. 

Q.  I  find  here  a  letter  addressed  to  General  Louis  Fitzgerald 
under  date  of  January  i8th,  1901,  from  J.  P.  Morgan  &  Company. 
You  produce  that  from  the  files  of  the  Society  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  167  and  read  by  Mr.  Hughes.) 

Q.  The  $2,000,000  there  referred  to  was  the  entire  amount  of 
all  the  participations  that  I  have  read?    A.  Yes. 

Q.  And  the  $500,000  of  the  bonds  were  $500,000  which  could 
be  withdrawn  under  clause  8  of  the  syndicate  agreement,  provid- 
ing as  follows :  "J-  P-  Morgan  &  Company  shall  make  a  public 
offer  of  the  bonds  delivered,  for  which  shall  become  deliverable  to 
the'  syndicate  hereunder,  and  which  shall  not  have  been  withdrawn 
from  sale  as  herein  provided.  Such  ofifer  shall  be  made  at  such 
prices  (not  less,  however,  than  92%  per  cent  and  accrued  interest 
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on  the  bonds) ,  and  on  such  basis  as  by  the  syndicate  managers  shall 
be  deemed  best.  Subscribers  desiring  to  withdraw  their  bonds 
from  sale  hereunder  may  do  so  after  notice  in  writing  delivered 
to  the  syndicate  managers  on  or  before  January  15th,  1901, 
specifying  the  amount  of  bonds  to  be  withdrawn  and  ag'reeing 
not  to  sell  or  to  offer  to  sell  the  same  until  notified  by  the  syndicate 
managers  that  all  bonds  not  so  withdrawn  have  been  so  disposed 
of."  Under  that  the  Equitable  Life  withdrew  $500,000  of  those 
bonds  ?    A.  Yes,  sir. . 

Q.  Do  these  appear  in  your  security  register?  A.  Yes,  sir. 
They  were  entitled  to  withdraw  $750,000  and  they  withdrew 
$500,000;  on  their  participation  they  were  entitled  to  withdraw 
$750,000. 

Q.  On  their  participation  they  were  entitled  to  withdraw  $750,- 
000  and  they  withdrew  $500,000.  At  what  price  were  they  with- 
drawn?   A.  At  94. 

Q.  The  Equitable  on  that  transaction  paid  into  the  syndi- 
cate a  total  of  $624,375.  Those  were  calls  upon  its  share  of  the 
total  participation?     A.  Yes,  sir. 

O.  That  is  the  total  participation  of  General  Fitzgerald  and 
associates  amounting  to  $2,000,000?  A.  It  was  on  its  share  of 
$750,000. 

Q.  Its  share  and  not  upon  the  others?     A.  Yes,  sir. 

O.  And  according  to  the  information  you  have  here,  all  the 
other  participations  belonging  to  General  Fitzgerald  and  asso- 
ciates paid  in  their  shares  ?     A.  Paid  in  their  own  money. 

Q.  What  entry  have  you  of  the  receipt  of  profits  on  that  trans- 
action? A.  On  January  23,  1902,  the  Society  received  as  com- 
mission 750  shares  of  Erie  First  Preferred  stock. 

Q.  Has  it  received  any  cash  profits?  A.  No.  The  profits  of 
that  syndicate  were  paid  in  Erie  First  Preferred. 

Q.  And  not  any  in  cash?    A.  No,  sir. 
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Q.  Those  shares  of  750  Erie  First  preferred  went  on  the  com- 
pany's books  in  the  regular  way?     A.  Yes,  sir. 

O.  And  were  duly  accounted  for?     A.  Yes,  sir. 

Q.  Did  the  Society  purchase  any  of  these  bonds  from  the  syn- 
dicate managers?    A.  I  believe  not. 

Q.  Did  it  purchase  any  of  them  in  the  market?  A.  The  only 
ones  we  have  on  our  books  were  the  500  that  we  withdrew. 

Q.  And  that  is  all  the  information  you  had  regarding  that 
transaction?     A.  Yes,  sir. 

Q.  You  did  not  show  me  the  vouchers.  Have  you  got  them 
there?     A.  Yes,  sir.     (Producing  papers.) 

Q.  The  vouchers  for  the  payments  in  the  Pennsylvania  Coal 
syndicate  were  signed  by  George  H.  Squire  with  the  approval  of 
S.  W.  Alexander,  secretary,  in  one  case,  and  G.  T.  Wilson,  third 
vice-president,  in  the  other  case?     A.  Yes. 

Q.  And  the  payments  were  made  to  the  Mercantile  Trust  Com- 
pany?   A.  Yes. 

Q.  You  might  explain  that  on  the  record,  with  regard  to  the 
names  of  the  officers  that  appear  upon  the  vouchers  as  approving 
these  payments  from  time  to  time.  What  is  the  practice  of  the 
Society  in  that  regard?  A.  The  security  department,  on  infor- 
mation received  from  the  financial  manager,  would  make  out 
the  voucher  calling  for  the  payment.  That  would  be  signed  by 
the  financial  manager  and  would  then  go  to  any  one  of  the  execu- 
tive officers,  who  would  just  sign  as  a  counter  signature  so  that 
the  cashier  would  have  two  signatures  on  the  authorization  of  the 
drawing  of  the  check. 

Q.  The  next  is  Union  Pacific  Convertible  bonds  syndicate, 
Kuhn,  Loeb  &  Co.  managers.  It  appeared  that  $500,000  par- 
ticipation had  been  received  by  the  Equitable  Society  from  the 
Mercantile  Trust  Company.  On  the  statement  that  you  now 
hand  me  it  is  said  that  the  Mercantile  Trust  Company  had  a  total 
participation  of  $5,000,000.     A.  Yes,  sir. 
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Q.  Do  you  know  who  the  others  were  who  received  allotments 
from  that  total?     A.  No,  sir. 

Q.  How  does  it  appear  that  the  Society  had  an  interest  of 
$500,000?  A.  A  letter  from  the  Mercantile  Trust  Company  to 
the  Society,  calling  for  a  50  per  cent,  payment,  on  which  it  says : 
"Your  proportionate  share  is  $250,000." 

Q.  That  is  a  letter  under  date  of  February  21,  1901  ?     A.  Yes. 

Q.  The  result  was  a  check  sent  for  the  amount  desired?  A. 
Yes,  sir. 

Q.  Have  you  the  voucher  here?  A.  Yes,  the  voucher  is  here 
(handing  paper). 

Q.  Oh,  yes,  signed  by  George  H.  Squire,  approved  Thomas 
D.  Jordan,  Comptroller?     A.  Yes. 

Q.  Have  you  any  papers  or  memoranda  further  in  regard  to 
that  matter?     A.  No,  sir. 

Q.  What  profits  were  made  upon  that  transaction?  A.  To 
the  credit  of  George  H.  Squire,  trustee,  an  entry  was  made, 
profits,  Union  Pacific  Convertible  bonds  syndicate,  of  $16,402. 

Q.  What  do  you  mean  b}'  an  entry  to  the  credit  of  George 
H.  Squire,  trustee?  A.  There  seems  to  have  been  an  account 
in  that  form  in  the  American  Deposit  &  Loan  Company,  now 
the  Equitable  Trust  Company,  entitled  the  George  H.  Squire, 
trustee  account,  to  which  various  Equitable  checks  have  been 
deposited. 

Q.  Then  the  $16,402  went  to  the  credit  of  George  H.  Squire, 
trustee,  in  that  account?     A.  Yes. 

Q.  Are  those  all  the  profits  that  were  made  from  this  syndi- 
cate ?     A.  All ;  yes,  sir. 

Q.  You  have  inquired  of  the  syndicate  managers  as  to  that? 
A.  I  think  my  information  came  from  the  Mercantile  Trust 
Company. 

Q.  That  that  was  the  entire  share  of  their  profits?  A.  That 
that  was  the  entire  share. 
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Q.  You  have  had  no  statement  from  the  syndicate  managers  in 
regard  to  that  ?    A.  No,  sir ;  not  yet. 

Q.  We  will  return  in  a  moment  to  the  account  of  George  H. 
Squire,  trustee,  but  in  the  meantime  will  take  up  the  Railroad 
Securities  Company's  31/3  Gold  bonds  syndicate.  In  this  case 
the  Society's  participation  amounts  to  $500,000,  and  was  received 
direct  from  the  syndicate  managers?     A.  Yes,  sir. 

Q.  And  the  Society  made  the  payments  directly  and  got  its 
money  back  and  received  the  profits?     A.  Yes,  sir. 

Q.  Of  $17,500?    A.  Yes. 

Q.  It  had  purchased  in  the  meantime  a  million  dollars  of  the 
bonds  and  it  used  that  profit,  according  to  your  statement,  to 
reduce  the  cost  of  the  bonds?    A.  Yes. 

Q.  Bought  on  May  12,  1902,  at  92  and  interest?     A.  Yes. 

Q.  Do  you  find  any  trace  of  any  persons  being  interested,  that 
is,  of  any  officers  of  the  Equitable  being  interested  at  all  in  this 
syndicate?  A.  No,  sir.  Some  other  companies  were  inter- 
ested with  the  Equitable  but  not  in  our  participation. 

Q.  Have  you  any  statement  there  with  regard  to  that?  A.  I 
think  this  memorandum  would  show- 

Q.  You  produce  a  memorandum  showing  that,  under  date  of 
February  7,  1901,  a  participation  was  given  to  the  Equitable  of 
$500,000,  to  the  Mercantile  Trust  Company  $200,000,  to  the 
Western  National  Bank  $100,000,  the  Franklin  National  Bank 
$100,000,  the  Commercial  Trust  Company  $100,000,  making  a 
total  of  one  million?    A.  Yes,  sir. 

Q.  You  find  no  individual  participant?    A.  No. 

Q.  And  the  transactions  as  to  the  Equitable  participation  were 
direct  between  the  Equitable  and  the  syndicate  managers?  A. 
Yes,  sir. 

Q.  Payments  made  by  check  to  Kuhn,  Loeb  &  Co.  ?    A.  Yes. 

Q.  And  not  through  other  individuals?     A.  No,  sir. 

Q.  I  notice  in  this  letter  of  March  19,  1901,  from  Kuhn,  Loeb 
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&  Co.  to  the  Society,  which  you  produce,  a  statement  as  fol- 
lows :  "On  account  of  your  syndicate  interest  there  are  due 
you  $500,000  bonds  at  90  per  cent,  and  interest,  less  2  per  cent. 
commission,  for  which  please  hand  us  check  for  $444,180.56 
on  the  27th  inst.  These  bonds  are  to  be  held  subject  to  our  order 
as  stated  in  our  above-mentioned  letter,"  referring  to  a  letter  of 
February  7,  1901.     Have  you  the  letter  referred  to? 

(Paper  produced  by  the  witness.) 

Q.  In  this  letter  of  February  7,  1901,  addressed  to  the  Equita- 
ble Life  Assurance  Society  by  Kuhn,  Loeb  &  Co.,  relating  to 
this  syndicate,  I  find  the  following  statement:  "We  have  re- 
served for  you  a  participation  of  $500,000  in  the  above  purchase. 
We  shall  charge  i/a  per  cent,  commission  for  our  services,  the 
bonds  to  remain  syndicated  under  our  control."  What  do  you 
understand  to  be  the  meaning  of  the  expression  "the  bonds  to 
remain  syndicated  under  our  control?"  A.  We  paid  our  pro- 
portionate share  of  the  call  and  received  receipt  from  the  syndi- 
cate managers  of  bonds,  but  if  at  any  time  they  were  able  to  sell 
those  in  the  market  we  were  obliged  to  give  them  up  and  receive 
in  return  the  money  advanced  back  and  then  later  we  would  be 
entitled  to  our  proportionate  share  of  the  profits. 

Q.  That  is,  you  were  not  entitled  to  withdraw  the  bonds  for 
investment  at  the  syndicate  price?     A.  No,  sir. 

Q.  But  were  bound  to  pay  up  the  money  as  called  for  accord- 
ing to  your  subscription,  the  bonds  to  remain  under  the  control 
of  the  syndicate  managers  until  the  public  flotation  was  com- 
pleted, and  they  returned  to  you  the  amount  that  was  called  and 
any  share  of  the  profits  to  which  you  were  entitled?    A.  Yes. 

Q.  And  then  if  the  Society  desired  to  get  any  bonds  it  would 
have  to  go  into  the  market  and  buy  them?    A.  Yes,  sir. 
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Q.  Either  from  the  syndicate  managers  or  the  persons  to 
whom  the  managers  sold  them?     A.  Yes. 

Q.  That  is  a  frequent  practice  in  connection  with  these  syndi- 
cates,- is  it  not?    A.  Yes. 

Q.  And  when  these  payments  were  returned  or  the  amounts  of 
the  payments  were  returned,  the  Equitable  surrendered  its  re- 
ceipts, relinquished  its  receipts  to  the  bonds  represented  by  the 
receipts  and  the  managers  sold  the  bonds  upon  the  market,  and 
accounted  to  the  Equitable  for  its  share  of  the  profits  of  such 
sale?    A.  Yes,  sir. 

MR.  HUGHES :  Is  there  any  other  agreement  but  that  letter 
in  that  case? 

Papers  produced. 

MR.  HUGHES :     Is  this  the  syndicate  agreement  ? 

MR.  CRAVATH:     Yes. 

Q.  Do  you  know  what  the  Railroad  Securities  Company  was? 
A.  A  company  organized  for  the  holding  of  Illinois  Central  Rail- 
road stock. 

Q.  The  sole  security  for  the  bonds  for  the  Railroad  Securities- 
Company  was  stock  of  the  Illinois  Central  which  the  Railroad 
Securities  Company  had  acquired?     A.  Yes,  sir. 

Q.  The  Railroad  Securities  Company  was  a  holding  company  ? 
A.  Apparently. 

Q.  And  acquired  77,000  shares  of  capital  stock  of  the  Illinois 
Central  Railroad  and  then  issued  bonds  against  the  shares  ac- 
quired, and  Kuhn,  Loeb  &  Co.,  as  syndicate  managers,  under- 
took the  sale  of  the  bonds  to  various  members  of  the  syndicate 
underwriting  the  transaction?    A.  Yes,  sir. 
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Q.  Now,  the  next  transaction  is  Rio  Grande  Western,  First 
Consolidated  4's.  The  managers  were  Kuhn,  Loeb  &  Co.  and 
the  Equitable  received  a  participation  direct  therefrom  ?    A.  Yes. 

Q.  In  the  same  way  calls  were  made  from  time  to  time  upon 
the  Society  and  receipts  issued  for  bonds.  Is  that  right?  A. 
Yes. 

Q.  With  the  understanding  that  the  bonds  receipted  for  were 
to  be  held  under  the  control  of  the  syndicate  managers 
until  the  transaction  was  completed?     A.  Yes,  sir. 

Q.  And  subsequently  the  receipts  were  delivered  up  and  the 
payments  returned  and  the  profits  realized  on  the  sale  by  the 
syndicate  managers?  A.  A  profit  to  the  Society  of  $7,931.80, 
which  was  used  to  reduce  the  cost  of  the  bonds  purchased. 

Q.  And  the  bonds  were  purchased  from  Kuhn,  Loeb  &  Co. 
in  the  market  ?  A.  The  records  will  show  that.  They  may  have 
been  purchased  from  some  outside  dealer. 

Q.  Now,  here  are  $500,000  of  them  on  June  4th  from  Kuhn, 
Loeb  &  Co.?     A.  Yes,  then  they  were  purchased. 

Q.  At  $472,500.  Is  that  payment  on  account  of  any  subscrip- 
tion, or  is  that  a  purchase  from  the  syndicate  managers  of  the 
bonds  in  the  market?  A.  These  sheets  here  have  nothing  to  do 
with  syndicates.  They  only  show  the  purchase  and  sale  of  ac- 
tual securities. 

Q.  So  that  that  I  now  refer  to  is  an  actual  purchase  from  the 
managers?    A.  Yes. 

Q.  And  at  the  price  at  which  they  were  offered  to  the  public? 
A.  Yes. 

Q.  Do  you  know  what  persons  connected  with  the  Equitable 
Life  Assurance  Society  were  interested  in  that  syndicate?  A. 
No,  sir. 

Q.  Now,  to  recur  to  the  one  we  had  a  moment  ago,  the  Rail- 
road Securities  Company,  in  that  case  the  Equitable  Assurance 
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Society  bought  largely  in  the  market,  did  it  not?  A.  I  don't 
think  it  bought  very  largely. 

Q.  Well,  "as  large  as  a  piece  of  chalk"  is  something  indefi- 
nite. Railroad  Securities  Company,  May,  1901,  the  time  when 
these  were  bought  and  put  upon  the  market  apparently,  or 
about  that  time — they  bought  $500,000  from  whom?  A.  We 
bought  one  million  altogether? 

Q.  I  see,  you  bought  one  million  altogether?  A.  Yes,  some 
in . 

Q.  Well,  there  is  one  lot  on  May  isth.  A.  That  is  a  mistake, 
that  should  be  1902. 

Q.  There  is  another  one  in  1902,  I  think.  A.  On  the  same 
date? 

Q.  We  need  not  stop  on  that  particularly  now.  A.  There  is 
the  other  one.  The  others  were  not  bought  from  Kuhn,  Loeb 
&  Company. 

Q.  So  it  appears  there  was  a  purchase  in  May,  1901,  of  $500,- 
000  of  these  in  the  market  ?  A.  I  can  tell  you  what  that  is  that 
has  gone  in,  that  is  the  purchase  here  of  the  syndicate  call. 

Q.  So  you  do  have  syndicate  calls  in  this  list?  A.  Well,  I  will 
admit  that  they  were,  yes.  I  am  informed  that  all  syndicate 
calls  do  go  in  here. 

Q.  Now,  the  syndicate  call  was  at  88  and  interest  ?    A.  Yes. 

Q.  And  the  society  bought  in  the  market  one  million  of  those 
bonds  at  94?    A.  Yes. 

Q.  And  bought  them  from  the  syndicate  managers?  A.  Yes, 
from  Kuhn,  Loeb  &  Company. 

Q.  In  that  case  you  do  not  know  who  were  in  the  syndicate, 
that  is,  who  were  officers  or  directors  of  the  Equitable  Life  ?  A. 
No,  sir. 

Q.  Now,  have  I  got  all  the  information  you  possess  regard- 
ing that  transaction  ?    A.  Yes. 

Q.  Now,  the  next  one.  Union  Pacific  Reorganization  Pur- 
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chase  Money  Syndicate ,    A.  Well,  that  is  the  one  I  made 

a  note  of,  that  we  are  not  quite  ready  on  that. 

Q.  All  right,  we  will  omit  that  for  the  present.    The  next  is 

Pittsburg  and  Toledo  syndicate.    Have  you  a  statement  of  the 

interests  of  the  various  parties  in  that  syndicate?    A.  Well,  the 

-Equitable — the   Mercantile   Trust   Company   subscribed   for  a 

participation  of  $2,900,000. 

Q.  That  was  in  March,  1901  ?    A.  Yes. 

Q.  And  the  Equitable  received  a  participation  of  that,  or 
$450,000.     Who  got  the  residue?     A.  I  don't  know. 

Q.  Do  you  know  what  General  Fitzgerald's  relation  to  that 
transaction  was  ?  I  see  his  name  as  one  of  the  managers.  A. 
He  was  one  of  the  managers  of  the  syndicate,  yes. 

Q.  Do  you  know  anything  further  in  regard  to  that?    A.  No. 

Q.  In  this  case  the  Equitable  paid  on  call  certain  amounts? 
A.  Yes,  and  received . 

Q.  And  received  receipts  which  it  rendered  on  repayment  of 
the  money,  or  did  it  withdraw  the  bonds?  A.  At  the  close  of 
the  syndicate  the  Equitable  received  in  lieu  of  money  paid  out 
securities. 

Q.  Yes.  The  Wabash  Pittsburg  Terminal  first  and  second 
4's  and  certain  common  stock  ?    A.  Yes. 

Q.  Do  all  those  securities  appear  upon  the  books  of  the  so- 
ciety?   A.  Yes. 

Q.  Duly  accounted  for?    A.  Yes,  sir. 

Q.  Was  there  any  money  profit  divided  ?    A.  I  believe  not. 

Q.  You  have  made  inquiries  to  ascertain  as  to  that  ?    A.  Yes. 

Q.  Were  the  payments  made  by  the  Equitable,  payments  on 
account  of  the  Equitable  participation  alone?    A.  Yes. 

Q.  And  not  for  any  other  participation?  A.  Only  for  their 
own.    The  vouchers  show  that  clearly. 

(Vouchers  produced  by  witness.) 
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Q.  Payments  were  made  to  the  Mercantile  Trust  Company? 
A.  Yes,  sir,  we  received  our  sub  participation  from  them. 

Q.  When  these  bonds  of  the  Pittsburg  Wabash  Terminal 
came  in,  do  I  understand  that  they  came  in  as  profits?  A. 
They  came  in  as  a  result. 

Q.  How,  in  what  way?  Do  you  recall  anything  about  that? 
A.  No.  I  think  that  was  some  option  to  take  the  securities  at 
a  certain  price. 

Q.  I  find  an  agreement  annexed  to  the  vouchers  for  the  final 
call  of  June  6,  1904,  between  the  holders  of  the  first  mortgage 
bonds  of  the  Wabash  Pittsburg  Terminal  Railway  Company 
and  Vermilye  &  Company  and  Blair  &  Company,  the  bankers, 
in  which  it  is  stated  that  in  consideration  of  the  bankers  having 
undertaken  to  act  as  bankers  for  the  company  in  engaging 
within  a  limited  period  certain  of  the  bonds  which  had  been  re- 
served for  the  development  of  its  property,  and  the  parties  de- 
siring as  far  as  possible  to  maintain  the  stability  and  credibility 
of  the  entire  issue,  and  uniform  conditions  in  the  market  being 
of  same,  and  guarding  against  diverse  terms  and  methods  of 
negotiating,  it  was  agreed  that  the  subscribers  would  not  sell 
or  offer  for  sale  to  any  party  other  than  bankers,  any  of  the  first 
mortgage  bonds  owned  by  them  respectively,  as  hereunder  writ- 
ten, and  that  at  any  time  during  said  period  of  one  year,  when 
and  as  requested  by  the  bankers  in  notice  in  writing,  they 
would  respectively  sell  and  deliver  to  the  bankers  at  the  office 
of  Vermilye  &  Company,  all  or  any  part  of  the  bonds  owned  by 
them  at  89  and  interest,  to  be  paid  upon  demand,  and  further 
agreed  that  any  bondholder  may  withdraw  any  part  of  the  bonds 
from  the  operation  of  the  agreement  to  sell,  by  notice  to  the 
bankers  within  sixty  days,  or  at  any  time  thereafter  with  the 
consent  of  the  bankers,  whereupon  the  bonds  so  withdrawn 
shall  not  be  sold  or  offered  for  sale  during  the  continuance  of 
this  agreement,  the  option  to  be  exercised  by  depositing  notice  in 
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writing  with  the  Mercantile  Trust  Company,  on  or  before  June 

6,  1905." 

Did  the  Equitable  become  a  party  to  that  agreement?  A.  I 
think  they  did.    I  am  not  sure.    I  will  look  it  up. 

Q.  By  action  of  its  Finance  Committee  or  Executive  Commit- 
tee? A.  I  will  have  that  looked  up.  I  think  we  did.  We  must 
have. 

Q.  I  should  like  to  see  the  minutes  of  the  Committee  which 
provide  for  the  execution  of  that  agreement  in  regard  to  the 
withdrawal  of  the  bonds  from  the  market.  Do  you  know  whether 
or  not  those  bonds  are  still  in  the  ownership  of  the  society?  A. 
We  sold  nearly  all  of  our  second  fours  and  all  of  the  Wabash 
stock. 

Q.  But  this  agreement  I  have  read  related  to  the  first  4's? 
A.  Yes,  we  still  have  those. 

Q.  Has  there  been  any  extension  of  the  agreement  to  which 
I  have  referred  ?    A.  I  think   the  agreement  expires  very  shortly. 

Q.  Do  you  know  the  date  of  the  agreement?    A.  No,  sir. 

Q.  It  recites  a  date  of  June  6th,  1904.  A.  Well,  then  it  has 
expired. 

Q.  Recurring  again  to  the  railway  securities  company  syndi- 
cate, this  is  a  fact  that  there  were  two  syndicates  there,  that  there 
was  another  syndicate  in  1904,  or  a  new  issue  of  bonds  to  take  up 
the  old  issue  ?  A.  The  bonds  were  to  have  been  originally  bought 
out  at  31/2  per  cent,  but  were  later  changed  to  four  per  cent. 

Q.  That  was  a  mere  change  in  the  rate  of  interest  in  the  bonds  ? 
A.  Yes. 

Q.  Have  you  any  further  information  regarding  the  Pittsburg 
&  Toledo  matter?    A.  No,  sir. 

Q.  The  next  entry  is  Chicago,  Burlington  &  Quincy  Purchase 
Syndicate,  managers,  J.  P.  Morgan  &  Company,  the  participation 
was  received  by  the  Equitable  direct  from  J.  P.  Morgan  &  Com- 
pany, was  it  not?     A.  I  don't  know  whether  it  was  or  not. 
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Q.  See  that  first  letter.  A.  Well,  this  says  it  was  received  direct. 
It  is  addressed  to  the  Equitable.  Well,  there  is  a  difference 
there 

Q.  Of  amount?    A.  Of  amount. 

Q.  But  it  was  received  direct?    A.  Yes. 

Q.  Now,  the  amount  is  stated  in  your  sheet  Exhibit  157  to  be 
$500,000.  It  should  be  $1,500,000,  should  it  not?  A.  Yes,  sir, 
of  which  the  Equitable  allotted  to  other  companies  and  individuals 
a  participation  of  its  participation. 

Q.  Have  you  got  a  statement  of  those  allotments?  A.  Yes,  sir 
(handing  paper). 

Q.  From  this  statement^-which  you  now  hand  me  I  see  that  the 
participation  was  as  follows : 

Total  participation  allotted  by  J.  P.  Morgan  &  Com- 
pany, May  1st,  1 90 1,  to  the  Equitable  and  its 
Associates    $1,500,000 

divided  as  follows  : 

Equitable  Life  Assurance  Society.  . .  .  $500,000 

Mercantile  Trust  Company 100,000 

American  Deposits  &  Loans  Company .  50,000 

J.  W.  Alexander 100,000 

General  Fitzgerald   100,000 

James  H.  Hyde 100,000 

C.  M.  Depew 100,000 

M.  Hartley   100,000      , 

W.  A.  Wheelock 100,000 

George  H.  Squire,  et  al 200,000 

The  Fidelity  Trust  Company 50,000 

Total $1,500,000 

That  is  correct,  is  it  not?    A.  Yes. 
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Q.  Can  you  show  me  any  resolution  of  the  Executive  Com- 
mittee, authorizing  the  transfer  by  the  Equitable  or  the  allotment 
by  the  Equitable  of  interest  in  its  participations  to  these  indi- 
viduals, named?    A.  I  will  have  that  looked  up,  sir. 

Q.  What  was  the  date  when  that  was  distributed?  A.  It  was 
distributed  before  May  ist,  1901. 

Q.  Perhaps  you  can  look  at  the  record  right  away?  A.  I  will 
have  it  looked  up. 

Q.  Your  understanding  is  that  this  division  of  the  participation 
allotted  to  the  Equitable  among  the  various  corporations  and  in- 
dividuals named,  was  contemporaneous  with  the  receipt  of  the 
participations  by  the  Equitable  of  J.  P.  Morgan  &  Company? 
A.  Yes. 

Q.  What  I  want  to  get  at  is,  what  action  was  taken  by  the 
Committee  or  Board,  or  Officers  of  the  Equitable  authorizing  or 
approving  of  that  division  of  its  interests.  That  you  will  have 
looked  up?    A.  That  will  be  looked  up. 

Q.  \^'hat  was  the  Chicago,  Burlington  &  Quincy  Syndicate? 
A.  We  have  not  the  syndicate  agreement  here.  This  syndicate 
was  formed  for  the  purpose  of  underwriting  a  new  issue  of  C.  B. 
&  Q.  collateral  trust  four  per  cent  bonds. 

O.  My  impression  is  that  you  have  already  stated  and  if  not, 
I  want  it  to  appear  distinctly,  that  those  $1,500,000  allotment  to 
the  Equitable  in  this  syndicate  was  made  direct  bv  J.  P.  Morgan 
&  Comoanv?    A.  Yes. 

O.  To  the  Eauitable?     A.  Yes. 

Q.  You  had  a  letter  which  you  showed  me  a  moment  ago — I 
think  you  said  that  a  moment  ago  ?    A.  Yes.    The  letter  shows  it. 

MR.  HUGHES :     Which  I  will  offer  in  evidence. 

(Paper  marked  Exhibit  168.) 
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MR.  HUGHES:  I  will  read  upon  the  record  this  lettter: 
(Reads  Exhibit  No.  i68.) 

Q.  Now,  I  understand  that  the  Equitable  as  a  society  signed 
the  syndicate  agreement  as  stated  in  that  letter?     A.  Yes. 

Q.  So  the  first  thing  we  want  is  the  action  of  any  committee 
or  board  or  officers,  authorizing  or  approving  the  signing  of 
that  agreement.     A.  Yes. 

Q.  Then  I  understand,  that  having  acquired  a  participation 
m  tnat  way,  the  Equitable  divided  it  up  by  allotting  interest  in 
its  participation  to  the  individuals  and  corporation  companies  in 
the  list  you  handed  me  a  moment  ago?     A.  Yes. 

Q.  Now,  this  C.  B.  &  Q.  Purchase  Syndicate  was  a  syndicate  for 
the  purpose  of  floating  the  Chicago,  Burlington  &  Quincy  joint 
4's,  or  the  bonds  that  were  issued  against  the  stock  of  the  Chicago, 
Burlington  &  Quincy  Railroad?     A.  Yes,   sir. 

Q.  The  bonds  were  joint  bonds  of  the  Northern  Pacific  Rail- 
road Company  and  the  Great  Northern  Railroad  Company? 
A.  Yes. 

Q.  And  these  bonds  were  secured  by  the  stock  of  the  Chicago, 
Burlington  &  Quincy  Railway?     A.  Yes. 

Q.  Tell  me  what  the  transactions  were  on  the  part  of  the 
Equitable  as  to  its  division  of  its  participations?  A.  The  Equit- 
able paid  out  on  two  dates  money  amounting  to — they  paid  out 
on  May  i6  $150,000  at  par  and  on  July  22,  1901,  $187,500 
at  par,  and  on  July  2  the  society  received  back  the  amount  paid 
out  to  $337,500,  at  par,  and  also  received  interest  to  July  i,  1902, 
at  the  rate  of  four  per  cent.,  $13,812.50,  and  in  addition  a  profit 
on  its  participation  of  $500,000,  of  $7,728. 

Q.  When  a  call  was  made  upon  this  syndicate  participation 
which  the  Equitable  had  received,  aggregating  $1,500,000,  and 
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which  it  had  divided,  retaining  for  itself  $500,000,  who  paid  the 
amount  called  for?     A.  Each  individual  participant. 

O.  Let  us  see,  on  May  14,  1901,  the  first  call  was  made  for  ten 
per  cent.,  wasn't  it?     A.  Yes. 

Q.  And  ten  per  cent,  of  the  entire  participation  of  $1,500,000 
would  be  $150,000?     Yes?     A.   (No  answer.) 

Q.  You  have  the  letter,  I  think,  of  May  14,  1901,  calling  that 
ten  per  cent.?  A.  Yes,  here  is  the  letter  calling  for  ten  per 
cent. 

Q.  That  is  the  first  call?     A.  Yes. 

MR.  HUGHES :  I  offer  that  letter  in  evidence  and  read  it 
upon  the  record. 

(The  paper  was  marked  Exhibit  No.  169.) 

MR.  HUGHES  reads  Exhibit  No.  169. 

Q.  Now.  in  response  to  that  call  the  Equitable  paid  the  whole 
$iKO,ooo,  did  it  not?     A.  Yes,  sir;  it  did. 

Q.  Did  the  other  corporations  and  persons  to  whom  the 
Equitable  had  transferred  interests  in  its  participation  then  pay 
the  Equitable  any  part  of  the  amount  it  had  been  called  upon  for  ? 
A.  I  will  have  that  looked  up.     I  have  not  the  facts  here. 

Q.  You  don't .     A.  That  entry  for  interest  seems  to  be 

their  payment,  interest  on  the  money  advanced  4  per  cent.  I 
will  have  that  looked  up  in  detail. 

Q.  When  a  moment  ago  you  stated  that  the  various  individ- 
uals paid  their  share  of  the  calls,  that  is,  the  individuals  and  cor- 
porations to  whom  the  Equitable  had  transferred  parts  of  its 
interest,  you  were  under  a  misapprehension,  were  you  not?  A. 
I  was  speaking  from  what  appeared  to  be  the  record,  but  which 
I  find  was  wrong. 
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Q.  Yes.  As  a  matter  of  fact,  the  Equitable  having  received  a 
participation  of  $1,500,000  paid  the  entire  amount  of  the  call  and 
the  persons  who  had  received  parts  of  its  participation  woulc 
not  pay  any  of  the  call?  A.  Not  directly  to  J.  P.  Morgan  & 
Company. 

Q.  Nor  to  the  Equitable  ?     A.  That  I  will  look  up  and  see. 

Q.  That  you  are  not  sure  of  at  the  moment?    A.  No,  sir. 

Q.  Now,  the  next  call  that  was  made  was  for  12^  per  cent. 
July  19,  1901,  was  it  not?    A.  Yes,  sir.     (Producing  paper.) 

MR.  HUGHES :  I  offer  that  letter  in  evidence  and  read  it : 

(Marked  Exhibit  170.) 

MR.  HUGHES  reads  Exhibit  No.  170. 

Q.  And  that  entire  amount  of  $187,500  was  paid  by  the  Equi- 
table?   A.  Yes,  sir. 

Q.  Those  payments  were  made  respectively  on  May  16  and 
July  22,  1901  ?    A.  Yes,  sir. 

Q.  Then  on  July  2,  1902,  the  Equitable  got  back  from  J.  P. 
Morgan  &  Co.  the  whole  $337,500  with  interest,  did  it  not  ?  A. 
No,  the  interest . 

Q.  No,  it  got  back  the  whole  amount  ?    A.  Yes,  sir. 

Q.  Then  it  also  received  on  July  i,  1902,  interest  at  4  per 
cent,  amounting  to  $13,822.50.  From  whom  did  it  get  that? 
A.  I  will  have  that  looked  up.  That  is  what  I  believe  it  got 
back  from  the  other  participants. 

Q.  Well,  that  would  imply  that  the  other  participants  paid 
interest  on  the  whole  $337,500,  whereas,  of  course,  as  the  Equi- 
table retained  a  third  of  the  $1,500,000  it  is  hardly  supposable 
that  they  paid  interest  on  that  part.  Was  not  that  interest  re- 
ceived from  the  syndicate  managers?     A.  I  will  have  to  have 
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that  looked  up.     I  do  not  like  to  testify — this  is  rather  mixed 
up 


Q.  I  understand,  of  course.  You  are  testifying  to  matters 
as  to  which  you  have  no  personal  knowledge  and  no  direct  par- 
ticipation?   A.  No. 

Q.  But  you  are  looking  these  matters  up  from  the  record  of 
the  society?    A.  Yes. 

Q.  The  society,  in  addition  to  getting  the  money  back  which 
it  had  put  up  and  interest,  got  a  profit  of  $7,729  ?    A.  Yes. 

Q.  Have  you  the  letter  accornpanying  the  check?     A.  Yes. 

(Produces  paper ) 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Marked  Exhibit  171.) 

MR.  HUGHES  reads  Exhibit  No.  171. 

Q.  Enclosed  in  that  letter  was  a  check  to  the  Equitable  for 
$374,000,  was  there  not  ?    A.  I  presume  so. 

Q.  And  in  the  statement  you  have  prepared  you  show  a  profit 
to  the  society  of  $7,729.  How  is  that  ?  A.  That  is  what  appears 
on  the  books  under  the  heading  of  this  syndicate. 

Q.  Who  got  the  other  $29,000?  A.  We  will  ascertain  from 
our  books  how  that  was  divided. 

Q.  Now,  did  the  Equitable  buy  these  Chicago,  Burlington  & 
Quincy  joint  4's?      A.  Yes. 

Q.  Now,  referring  to  the  list  of  purchases  for  1901,  made  by 
the  Equitable  Society,  we  find  under  date  of  August  6th,  1901, 
Chicago,  Burlington  &  Quincy,  4  joint  1921  $115,000  par,  cost 
$112,761,  Those  were  bought  from  whom?  A.  Halstead  & 
Hodges. 
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Q,  Who  are  they  ?  A.  Members  of  the  New  York  Stock  Ex- 
change. 

Q.  Then  on  the  same  date  you  bought  $50,000  for  $49,437 
from  Henry  Brothers  &  Company.  Who  are  they  ?  A.  Members 
of  the  New  York  Stock  Exchange. 

Q.  And  on  the  same  date  $300,000  for  $295,225  from  J.  H. 
Latham.  Who  is  he  ?  A.I  think  he  is,  or  was,  a  member  of  the 
New  York  Stock  Exchange. 

Q.  On  the  same  day  $50,000  for  $49,562  from  G.  B.  H.  & 
Company?    Who  are  they?    A.  George  B.  Hopkins  &  Company. 

Q.  Now,  all  of  those  purchases  were  made  in  the  market  in  the 
ordinary  way,  were  they  ?    A.  Yes,  sir. 

Q.  On  the  same  day  you  buy  a  million  from  J.  P.  Morgan  & 
Company  for  $993,750.  What  was  that?  A.  That  was  just 
another  purchase  of  the  bonds. 

Q.  From  the  syndicate  managers?  A.  Well,  from  J.  P.  Mor- 
gan &  Company  as  a  firm ;  not  necessarily  as  syndicate  managers. 
We  would  buy  the  bonds  from  wherever  we  could  get  them  the 
cheapest. 

Q.  I  see.  Are  these  the  first  purchases  that  were  made?  A.  I 
think  they  are. 

Q.  J.  P.  Morgan  &  Company  at  this  time  had  not  closed  their 
syndicate  operations,  that  is,  they  had  not  disposed  of  the  bonds. 
You  see,  on  July  22nd,  they  called  you  for  $187,500,  and  you  paid 
it  and  this  is  only  August  6th.  A.  Yes.  But  we  received  back 
our  allotment  on  July 

Q.  They  are  still  floating  the  bonds?  A.  Still  selling  the 
bonds ;  yes. 

Q.  So  that  it  would  appear  from  that  that  this  $1,000,000  was 
bought  from  J.  P.  Morgan  &  Company  as  syndicate  managers? 
A.  Yes. 

Q.  Then  we  find  on  Aug'ust  7th  Northern  Pacific — Great 
Northern  joint  4's  C.  B.  &  Q.  collateral A.  I  am  informed, 
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Mr.  Hughes,  that  the  syndicate  managers  received  very  few  of 
these  bonds  as  syndicate  managers  and  that  the  bonds  were 
offered  to  the  stockholders  of  the  railroad  at  par  and  were  very 
largely  taken  by  them,  and  so  that,  while  we  did  buy  bonds  from 
J.  P.  Morgan  &  Company,  they  were  probably  acting  as  the 
agents  of  the  stockholders  in  that  case  and  not  as  the  syndicate 
managers. 

O.  The  members  of  the  syndicate,  as  I  understand  it,  as  I  am 
informed,  made  a  profit  where  the  bonds  were  taken  by  the 
stockholders  ?    A.  I  haven't  the  slightest 

Q.  As  well  as  in  case  of  bonds  that  were  sold  by  the  syndicate 
managers  ?    A.  The  syndicate  agreement  will  probably  show  that. 

Q.  You  haven't  a  copy  of  that  agreement?    A.  No,  sir. 

Q.  So  that  to  return,  you  don't  know  but  that  these  bonds  that 
were  purchased  from  J.  P.  Morgan  &  Company  were  really  held 
and  sold  by  J.  P.  Morgan  &  Company  as  stockholders  or  ag'ents 
of  stockholders  and  not  as  syndicate  managers?    A.  Yes,  sir. 

Q.  So  that  )-ou  are  not  prepared  to  say  that  the  purchases 
which  the  Equitable  made  of  these  bonds  from  J.  P.  Morgan  & 
Company  went  to  swell  the  profits  of  the  members  of  that  syndi- 
cate?   A.  No. 

Q.  You  don't  know  as  to  that?  A.  I  am  not  prepared  to  say 
that,  no. 

O.  But  to  get  the  facts  now  as  to  what  purchases  they  did 
make,  we  had  gone  to  this  point  that  on  August  7  there  was 
another  purchase  of  $50,000  for  $48,487  from  G.  P.  Hopkins  & 
Company.    That  was  in  the  market  ?    A.  Yes. 

Q.  In  the  ordinary  way  ?    A.  Yes. 

Q.  And  the  same  date  $35,000  for  $34,029  from  Halstead  @ 
Hodges.     That  was  in  the  market?    A.  Yes,  sir. 

Q.  What  amount  of  the  Chicago,  Burlington  &  Quinry  joint  4's 
that  we  have  referred  to  are  owned  by  the  Equitable  Life  Assur- 
ance Society?    A.  You  had  the  complete  list. 
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Q.  Perhaps  you  can  refer  to  the  published  report  of  December 
31st,  1904,  for  that.  You  will  find,  on  that  date  the  Equitable 
held  in  par  value  $2,305,000  of  this  issue  of  bonds?    A.  Yes,  sir. 

Q.  And  the  $2,305,000  had  been  acquired  from  time  to  time  by 
the  Equitable  down  to  that  date,  but  largely  in  1901  and  1902, 
had  they  not?    A.  Yes,  sir. 

Q.  So  that  it  was  a  security  which  the  Equitable  was  willing 
to  acquire  and  hold?    A.  It  was  and  is. 

Q.  To  an  amount  not  only  equal  to  the  participation  originally 
allotted  to  it  of  $1,500,000,  but  to  an  amount  far  in  excess  of  that? 
A.  Well,  at  the  time  that  they  took  the  allotment  they  may  not 
have  been  willing  to  purchase  any  more  than  they  did. 

Q.  Well,  that  we  can  only  conjecture  about,  because  of  course 
neither  you  nor  I  know  what  was  in  their  minds  at  the  time,  but 
it  appears  that  they  had  subsequently  acquired  some  $2,000,000  of 
these  bonds?    A.  Yes. 

Q.  And  so  far  as  the  facts  throw  any  light  upon  it,  we  see  no 
reason  for  the  Equitable  Life  Assurance  Society  parceling  out 
the  interest  that  was  allotted  to  it?  It  doesn't  appear  to  have 
been  because  they  didn't  want  to  have  as  large  an  interest  in  those 
bonds,  does  it?    A.  Well,  that  is  conjecture. 

Q.  So  far  as  you  know  there  is  nothting  to  support  that  view  ? 
A.  No,  sir. 

O.  Was  this  matter  before  the  Frick  Committee?  A.  I  don't 
know  that  it  was  called  for.  The  Frick  Committee  made  calls 
for  the  speciiic  information,  and  whatever  they  called  for  they  got. 

Q.  So  that  you  don't  know  whether  in  fact  it  was  below  them 
or  not.  I  find  it  is  not  mentioned  in  their  report?  A.  Then  they 
probably  didn't  call  for  it. 

O.  Now,  we  have  here  the  C.  B.  &  Q.  purchase  syndicate 
agreement,  under  date  of  April  25,  1901,  which  has  been  marked 
already  Exhibit  53  for  identification,  from  which  I  will  read 
certain  paragraphs  upon  the  record: 
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"Second.  From  time  to  time  J.  P.  Morgan  &  Co.,  for  account 
of  the  syndicate,  may  make  purchases,  in  the  market  or  other- 
wise, at  such  prices  and  on  such  terms  as  they  may  deem  ex- 
pedient, of  stock  of  the  Burlington  Company  or  of  certificates 
of  deposit  of  stock  under  such  offer  of  the  Railway  Companies 
to  F.  W.  Hunnewell  and  others  as  a  committee,  or  of  such  bonds 
of  the  Railway  Companies,  before  or  after  the  issue  thereof, 
such  purchases  to  be  in  addition  to  the  purchase  of  bonds  under 
such  agreement  of  J.  P  Morgan  &  Co.,  as  Syndicate  Managers, 
with  the  Railway  Companies ;  and,  in  their  discretion,  from  time 
to  time,  J.  P.  Morgan  &  Co.  may  deposit  under  such  offer  of 
the  Railway  Companies  any  stock  so  purchased  and  may  receive 
certificates  of  deposit  therefor  and  may  resell  any  stock  so  pur- 
chased, and  any  such  certificates  of  deposit  or  bonds  by  them 
purchased  or  received  upon  any  exchanges ;  and  from  time  to 
time  they  may  apply  the  proceeds  of  sales  in  making  further 
purchases ;  but  the  sum  invested  in  unliquidated  purchases  under 
this  article,  exclusive  of  purchases  under  said  contract  with  the 
Railway  Companies,  shall  never  at  any  one  time  be  more  than 
$25,000,000.  The  term  'securities'  when  herein  used  includes 
and  means  not  only  the  bonds  of  the  Railway  Companies,  but  also 
shares  of  capital  stock  of  the  Burlington  Company,  and  certifi- 
cates of  deposit  of  stock  under  said  offer  of  the  Railway  Com- 
panies.'' 

"Third.  From  time  to  time,  upon  call  of  J.  P.  Morgan  &  Co., 
whether  or  not  any  securities  shall  have  been  received,  the  syndi- 
cate will  pay  to  J.  P.  Morgan  &  Co.  such  sums,  in  the  aggregate 
not  exceeding  $75,000,000,  as  J.  P.  Morgan  &  Co.  may  request. 
J.  P.  Morgan  &  Co.  shall  be  authorized  to  use  all  such  sums  for 
any  of  the  purposes  of  this  agreement." 

"On  signing  this  agreement  each  subscriber  shall  indicate 
opposite  his  name  the  total  sum  of  his  subscription  on  account 
of  the  whole   syndicate  obligation  hereunder;   and  the  several 
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Subscribers  shall  be  called  upon  to  make  payments  in  respect 
of  their  several  subscriptions  only  ratably  according  to  the 
several  amounts  thereof;  but  each  subscriber  shall  be  so  respon- 
sible to  the  full  extent  of  his  undertaking  regardless  of  perform- 
ance or  non-performance  by  any  other  Subsciber.  In  the  same 
proportion  each  Subscriber  shall  share  in  the  benefits,  and  shall 
bear  any  loss  resulting  to  the  syndicate  under,  this  agreement. 
Nothing  herein  contained  shall  constitute  the  parties  hereto  part- 
ners, or  shall  render  any  one  of  the  Subscribers  liable  to  con- 
tribute more  than  his  several  proportionate  amount  as  herein 
provided,  or  shall  prevent  any  of  the  parties  from  contracting 
on  their  own  account  with  the  Railway  Companies  or  with  each 
other." 

Paragraph  fourth  relates  to  the  option  of  J.  P.  Morgan  & 
Co.  in  the  case  of  a  failure  of  any  subscriber  to  perform  any  of 
his  undertakings  to  exclude  such  subscriber  from  interest  in 
the  syndicate  and  to  sell  at  public  or  private  sale  the  participation 
of  such  Subscriber. 

Paragraph  fifth  provides  that  J.  P.  Morgan  &  Co.  shall  be 
the  sole  managers  of  the  syndicate  and  in  behalf  of  the  syndicate 
may  enter  into  further  undertakings  of  any  kind  with  regard 
to  the  capital  stock  of  the  Burlington  Company  or  of  such  joint 
bonds  of  the  Railway  Companies,  and  that  J.  P.  Morgan  & 
Co.  shall  have  authority  from  time  to  time  to  make  advances,  to 
procure  loans,  to  incur  expenses  and  pay  compensation  to  brokers, 
agents,  counsel  and  others,  the  subscribers  to  be  bound  by  their 
action. 

"Paragraph  sixth :  From  time  to  time  J.  P.  Morgan  &  Co.,  in 
behalf  of  the  syndicate,  may  make  sales  of  all  or  any  part  of  the 
securities  that  shall  be  acquired  for  account  of  the  Syndicate. 
Any  such  sales  may  be  made  by  J.  P.  Morgan  &  Co.  either 
publicly  or  privately,  by  themselves,  or  in  such  manner  as  they 
may  deem  proper,  and  shall  be  upon  such  terms  and  for  such 
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price  or  prices  as  they  may  deem  expedient.  Each  subscriber 
hereby  assents  to,  and  agrees  to  be  bound  by,  any  such  action. 
All  expenses  connected  with  such  sales  shall  be  borne  by  the 
Syndicate,  and  J.  P.  Morgan  &  Co.  may  charge  the  usual  brokers' 
commission  thereon." 

"Seventh.  No  Subscriber  shall  be  entitled  to  receive  any  of 
said  securities  before  January  i,  1902.  In  the  meantime,  in 
their  discretion,  J.  P.  Morgan  &  Co.  either  themselves  may  re- 
tain all  or  any  of  such  securities,  or  they  may  deliver  to  any 
subscriber  his  proportionate  part  thereof,  upon  his  agreement  to 
hold  the  same  subject  to  sale  by  J.  P.  Morgan  &  Co.,  and  to 
return  the  same  upon  call  of  J.  P.  Morgan  &  Co.,  at  any  time 
before  January  i,   1902." 

"Should  any  Subscriber  desire  to  withdraw  from  sale  the  por- 
tion of  bonds  to  which  he  may  be  entitled  thereunder,  J.  P. 
Morgan  &  Co.,  in  their  discretion,  may  deliver  to  such  Sub- 
scriber his  portion  of  such  bonds,  upon  his  agreement  to  hold  the 
same  for  himself  without  sale  until  January  i,  1902,  or  until 
such  earlier  date  as  may  be  determined  by  J.  P.  Morgan  &  Co." 

Paragraph  eighth  provides  that  J.  P.  Morgan  &  Co.  shall  not 
be  liable  for  any  matter  under  the  agreement  except  for  good 
faith  and  the  exercise  of  their  judgment.  That  all  moneys  re- 
ceived by  them  shall  be  received  by  them  and  held  by  them  as 
bankers ;  that  they  may  become  subscribers  to  the  syndicate  in 
the  same  manner  as  other  subscribers,  and  that  their  compen- 
sation for  services  as  syndicate  managers  shall  be  one-fifth  of  the 
aggregate  cash  compensation  to  be  paid  to  the  syndicate  under 
such  proposed  agreement. 

The  subsequent  paragraphs  are   formal. 

In  connection  with  these  parts  of  the  agreement  should  also 
be  read  the  recital,  which  recites  that  the  Northern  Pacific  Rail- 
way Company  and  the  Great  Northern  Railway  Company  de- 
sired to  acquire  all  or  not  less  than  two-thirds  of  the  capital 
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stock  of  the  Chicago,  BurUngton  &  Quincy  Railroad  Company 
in  consideration  of  the  delivery  of  the  joint  bonds  for  a  princi- 
pal sum  equal  to  twice  the  par  value  of  the  stock,  the  bonds  to 
bear  interest  at  4  per  cent.  Also  the  recital  that  the  railway 
companies  have  made  an  offer  to  F.  W.  Hunnewell  and  others, 
as  a  committee  in  behalf  of  themselves  and  other  stockholders 
of  the  Burlington  Company,  to  purchase  their  stock  on  the 
terms  aforesaid,  and  such  offer  provides  that  on  the  written  re- 
quest and  offer  of  said  committee  to  be  delivered  to  J.  P.  Mor- 
gan &  Company  on  or  before  May  24,  1901,  the  railway  com- 
panies at  the  time  of  the  completion  of  such  purchase,  but  not 
later  than  September  2,  1901,  to  such  amount  as  may  be  speci- 
fied in  such  written  request  and  offer,  but  in  the  aggregate  not 
exceeding  $50,000,000  instead  of  bonds,  will  pay  in  cash  the  par 
value  of  such  bonds  for  any  such  deposited  stock,  such  cash 
being  received  by  said  railway  companies  from  J.  P.  Morgan 
&  Company  as  managers  and  further  that  the  railway  companies 
at  the  request  of  J.  P.  Morgan  &  Company  as  syndicate  man- 
agers in  behalf  of  the  syndicate  subscribers  to  enter  into  an 
agreement  with  the  railway  companies  whereby  the  syndicate 
shall  undertake,  among  other  things,  to  put  such  stock  in  cash, 
not  exceeding  $50,000,000  and  to  take  therefor  such  bonds  at 
par,  and  in  consideration  of  such  undertaking  of  the  syndicate 
that  the  railway  companies  shall  undertake  to  pay  J.  P.  Morgan 
&  Company,  as  syndicate  managers,  a  commission  or  compen- 
sation of  five  per  cent,  on  such  sum  of  $50,000,000  in  case  such 
purchase  by  the  railway  companies  of  at  least  two-thirds  of  the 
capital  stock  of  the  Burlington  Company  shall  be  consummated, 
and  if  it  shall  not  be  consummated  reasonable  compensation  to 
be  agreed  upon. 

THE  CHAIRMAN :  The  committee  will  stand  in  recess  until 
quarter  after  two. 
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AFTER  RECESS. 

HENRY  R.  WINTHROP,  resumed. 
BY  MR.  HUGHES: 

Q.  I  asked  you  if  you  could  refer  to  any  action  by  the  Execu- 
tive Committee  or  Finance  Committee  of  the  Equitable  Life 
Assurance  Society  authorizing  or  approving  any  assignment  of 
any  portion  of  its  participation  in  the  Chicago,  Burlington  & 
Quincy  purchase  syndicate  to  any  of  the  individuals  or  corpora- 
tions to  whom  portions  of  its  interest  were  transferred.  A.  That 
has  been  looked  up  during  the  lunch  hour  and  I  am  informed  no 
such  resolution  is  on  the  minutes. 

Q.  Have  you  found  any  paper  other  than  the  mere  list  of 
participants  which  embodied  a  transfer  or  recites  a  transfer  to 
the  participants  of  interests  or  shares  of  the  Equitable  interest 
in  that  syndicate?  A.  Well,  we  have  not  looked  through  the 
copy  book  as  yet  of  George  H.  Squire,  who  would  have  the  cor- 
respondence. 

Q.  I  asked  you  with  regard  to  check  of  $37,000  to  the  order 
of  the  Equitable  Life  Assurance  Society  received  from  J.  P. 
Morgan  &  Company  as  its  share  of  the  profits  on  its  participa- 
tion of  $1,500,000,  being  the  total  amount  allotted  to  it.  Have 
you  been  able  to  find  whether  that  check  was  deposited  to  the 
credit  of  the  Society?  A.  We  have  not  started  on  that,  but  we 
do  find,  by  referring  to  the  account  book  of  various  accounts,  that 
Mr.  Squire  wrote  a  letter  to  the  Equitable  Life  enclosing  a  check 
for  $7,729.17,  being  the  profit  on  the  Equitable's  participation 
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of  $500,000,  amounting  to  $12,333.33,  less  a  debit  of  $4,604.16, 
the  interest  on  the  two  payments  of  the  Equitable's  proportion. 
Then  on  the  same  date  also  another  letter  to  the  Equitable  Life 
in  which  he  sends  his  check  for  $351,312.50,  being  the  amount 
in  full  for  payment  on  account  of  the  above-named  syndicate 
amounting  to  $337,500,  as  shown  by  my  sheets,  plus  interest  at 
4  per  cent.,  so  the  interest  which  is  deducted  here  is  included 
here. 

Q.  The  letters  you  refer  to  are  dated  July  2,  1902?     A.  Yes. 

MR.  HUGHES :     I  offer  them  in  evidence. 
(Marked  Exhibits  172  and  173). 

MR.  HUGHES  reads  Exhibits  Nos.  172  and  173. 

Q.  Now  it  would  appear  from  this  letter  of  July  2,  1902,  ad- 
dressed to  the  Society  by  Mr.  Squire,  that  the  amount  returned  by 
J.  P.  Morgan,  that  is,  the  amount  which  the  Equitable  Society  had 
already  paid  J.  P.  Morgan  &  Company  on  account  of  the  total 
allotment,  had  been  received  by  Mr.  Squire.  How  do  you  account 
for  that?  A.  It  was  probably  received  by  the  Society  and  turned 
over  to  Mr.  Squire,  the  amount  of  the  profit  was. 

Q.  I  am  talking  now  about  the  return  of  the  $337,500  which 
the  Equitable  Society  had  paid  to  J.  P.  Morgan  &  Company  on 
call.    A.  The  Society  received  that  back  on  July  2,  1902. 

Q.  Received  it  back  from  Mr.  Squire  apparently,  from  this 
letter?    A.  Yes. 

Q.  Now,  did  J.  P.  Morgan  &  Company  make  their  check  to 
Mr.  Squire's  order?    A.  I  don't  know. 

Q.  J.  P.  Morgan  &  Company,  in  all  the  communications  that 
we  have  noted  in  regard  to  this  matter,  were  writing  to  the  Equit- 
able Society  direct?    A.  Yes. 
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Q.  Is  it  your  idea  that  the  Equitable  Society  got  a  check  for 
$337,500  from  J.  P.  Morgan  &  Company  as  the  return  of  the  pay- 
ment on  call  and  turned  over  that  check  to  Mr.  Squire?  A. 
Presumably. 

Q.  Then  Mr.  Squire,  having  that  check  in  hand,  added  to  it 
$13,812.50,  being  interest  at  4  per  cent  on  $337,500,  and  gave  to 
the  Equitable  Society  his  check  for  the  total  of  $351,312.50? 
A.  Yes. 

Q.  Now,  so  far  as  you  have  been  able  to  ascertain,  the  Equitable 
Society  did  not  get  that  amount  of  $13,812.50  interest  from  J.  P. 
Morgan  &  Company?    A.  No. 

Q.  That  amounted  in  effect  to  Squire  paying  the  Equitable 
Society  interest  at  4  per  cent  upon  the  entire  amount,  which  the 
Equitable  Society  had  paid  upon  call  of  J.  P.  Morgan  &  Com- 
pany?   A.  Yes,  and  taking — — 

Q.  Pardon  me  a  moment,  until  we  come  to  that.  Now  then, 
the  Equitable  Society,  as  we  have  seen,  got  a  check  from  J.  P. 
Morgan  &  Company  for  $37,000  as  the  share  of  the  profits  of  $1,- 
500,000  participation  in  that  syndicate?    A.  Yes. 

Q.  Now,  it  would  appear  from  this  other  letter  of  Mr.  Squire 
that  he  got  hold  of  that  money  and  paid  over  a  portion  of  it  to 
the  Equitable.  How  do  you  account  for  that?  A.  Well,  the 
Equitable  were  entitled  to  their  proportion  of  the  profits  of  the  J. 
P.  Morgan  &  Company  check,  namely,  one-third. 

Q.  Yes.  A.  But  Mr.  Squire  had  paid  to  the  Equitable  4  per 
cent  on  the  entire  money  advanced,  of  which  one-third  of  the 
money  advanced  was  for  the  Equitable,  therefore  the  Equitable 
had  to  pay  4  per  cent  on  the  money  advanced,  which  was  deducted 
from  the  net  profit  of  the  syndicate,  leaving  a  result  as  shown  by 
the  statement  of  $7,729. 

Q.  But  the  Equitable  Society  got  a  check  from  J.  P.  Morgan  & 
Company  of  $37,000,  the  total  profit  on  the  total  allotment  of  $1,- 
500,000?    A.  Yes,  sir. 
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Q.  Now,  what  did  the  Equitable  Society  do  with  that  check? 
A.  Why,  presumably  turned  it  over  to  Mr.  Squire. 

Q.  Endorsed  it  and  turned  it  over  to  Mr.  Squire.  A.  For 
settlement  of  the  participation. 

Q.  Then  Mr.  Squire,  having  got  that  check  of  $37,000,  and 
having  already,  in  the  other  case  that  we  have  mentioned,  paid  the 
Equitable  Society  an  amount  of  four  per  cent  interest  on  the  pay- 
ments made  by  the  Equitable ;  then  proceeded  to  pay  the""Equitable 
$12,233.33  Isss  four  per  cent  on  the  payments,  which  would  be  the 
Equitable's  share  of  the  total  payments  paid  by  it?    A.  Yes. 

Q.  In  other  words,  the  Equitable  having  a  total  allotment  of 
$1,500,000  and  retaining  $500,000  for  irself  of  that  allotment, 
would  have  paid  up  normally  one-third  of  the  total  payments? 
A.  Yes. 

Q.  In  fact,  it  paid  all  the  amounts  that  were  paid  ?    A.  Yes,  sir. 

Q.  $337,500?    A.  And  received  four  per  cent. 

Q.  Pardon  me.  And  the_  amount  which  would  have  been  pay- 
able on  the  share  which  it  retained  was  $112,500?    A.  Yes. 

Q.  Now,  Mr.  Squire,  giving  the  Equitable  the  amount  that  it 
had  paid  with  four  per  cent  interest  on  the  whole  amount,  then 
deducted  from  the  profits  four  per  cent  interest  on  the  $112,500, 
which  would  have  been  the  Equitable's  share  of  the  payments? 
A.  Yes. 

Q.  And  deducted  that  amount  from  one-third  of  the  profits? 
A.  Yes. 

Q.  The  total  profits  being  $37,000,  one-third  of  the  profits  was 
$12,333.33,  and  four  per  cent  interest  on  $112,500,  one-third  of 
the  payments,  being  $5,614.16,  Mr.  Squire  then  turned  over  to 
the  Equitable  the  difference  of  $7,729.17?    A.  Yes,  sir. 

Q.  Mr.  Squire,  then  retaining  the  balance  of  the  profits 
amounting  to  $24,666.66,  out  of  which  presumably  he  paid  to 
the  Equitable  interest  at  four  per  cent  upon  two-thirds  of  the 
$337,500  that  had  been  paid?    A.  Yes,  sir,  but  it  would  have  been 
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just  the  same,  Mr.  Hughes,  if  Mr.  Squire  had  paid  over  to  the 
Equitable  its  full  third  of  the  profits  received,  and  then  had  only 
charged  interest  on  the  remaining  two-thirds  of  the  mong}'  ad- 
vanced.    It  is  just  as  a  bookkeeping  entry. 

Q.  Exactly.     A.  The  amounts  total  up  the  same  each  way? 

Q.  Yes.  In  other  words,  the  effect  of  it  was  that  Mr.  Squire 
took  the  check  for  $37,000  and  he  paid  over  to  the  Equitable 
one-third 'of  that  $37,000  and  four  per  cent,  interest  on  the 
payments  which  had  been  made  by  the  Equitable  to  the  extent  of 
two-thirds  of  such  payments.     A.  Yes,  sir ;  that  is  the  result. 

Q.  So  that  in  the  result  the  Equitable  put  up  the  money  called 
for  on  the  shares  of  the  participation  which  it  had  given  to 
these  various  corporations  and  individuals  named  in  the  list? 
A.  Yes,  sir. 

Q.  And  subsequently  received  back  that  money  with  four  per 
cent,  interest?     A.  Yes,  sir. 

Q.  Mr.  Squire  acting  for  these  individuals  and  corporations 
as  the  agent  in  effecting  the  adjustment?     A.  Yes,  sir. 

Q.  And  these  individuals  and  corporations  got  these  profits 
on  the  amounts  which  had  been  given  to  them  by  the  Equitable 
out  of  its  participation,  less  four  per  cent,  on  the  amounts  which 
had  been  paid  by  the  Equitable  on  account  of  such  interest?  A. 
Yes,  sir. 

Q.  Now,  the  four  per  cent,  interest  on  the  two-thirds  of  the 
payments  which  should  have  been  made  by  these  who  participated 
in  the  Equitable's  allotment  amounts  to  how  much  ?     A.  $9,208.34. 

Q.  And  two-thirds  of  the  profits  that  Mr.  Squire  obtained 
amounted   to   $24,666.66?     A.  Yes,   sir. 

Q.  So  that  out  of  the  two-thirds  of  the  profits  which  he  re- 
tained Mr.  Squire,  for  the  individuals  and  corporations  that 
received  shares  of  the  Equitable's  participation,  paid  interest 
at  four  per  cent,  on  the  payments  made  by  the  Equitable  in  their 
behalf,  amounting  to  $9,208.34,  leaving  as  the  net  profit  over  such 
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interest  to  the  individuals  and  corporation,  how  much?  A. 
$15,458.32. 

Q.  And  to  repeat,  instead  of  the  Equitable  making  the  divisions 
of  the  profits  among  the  various  individuals  and  corporations  to 
whom  were  transferred  shares  of  its  allotment,  the  Equitable 
turned  over  the  check  received  by  it  for  the  profits  to  Mr.  Squire, 
and  let  him  make  the  division?     A.  Apparently. 

Q.  Now,  the  next  syndicate  on  the  list  is  Chicago  &  North- 
west Bond  Syndicate,  managers,  Kuhn,  Loeb  &  Company,  That 
participation  was  received  direct  from  the  managers,  as  I  under- 
stand it?     A.  Yes,  sir. 

Q.  There  were  no  individuals  or  corporations  connected  with 
the  Equitable  in  that  transaction?     A.  No,  sir. 

Q.  Do  you  know  what  persons  in  any  way  related  to  the 
Equitable,  as  officers  or  directors,  were  themselves  participants 
in  that  syndicate?  A.  No,  sir.  I  might  state  here,  Mr.  Hughes, 
if  I  may,  that  at  the  suggestion  of  the  chartered  accountants, 
Mr.  Morton  has  prepared  a  letter  which  has  been  sent  to  all  syndi- 
cate managers,  which  we  have  had  any  dealings  with  in  the 
past  ten  years,  asking  them  for  statement  showing  the  syndicate 
participations  given  to  the  Equitable  direct,  to  its  ally  companies 
or  to  the  various  individuals  who  have  been  during  that  period 
members  of  our  Finance  or  Executive  Committee,  and  as  soon  as 
that  statement  has  been  prepared  by  the  bankers,  if  they  will 
prepare  it,  and  we  understand  that  they  will,  that  will  be  fur- 
nished to  you. 

Q.  Thank  you.  On  this  syndicate  participation  in  Chicago  & 
Northwest,  the  society  made  certai^i  payments  which  it  subse- 
quently got  back — no,  pardon  me,  it  made  certain  payments,  and 
it  subsequently  withdrew  certain  bonds?    A.  Yes,  sir. 

Q.  What  were  the  bonds  that  it  withdrew?  A.  $100,000 
Peoria  &  Northwest  first  s'l^'s,  due  1926,  at  a  cost  slightly  over 
par;  $70,000  Princeton  &  Northwest,  31/2's,  $107,000  Sioux  City 
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&  Pacific  first  31/i's.  They  also  had  refunded  in  cash  $2,391, 
and  also  proceeds  from  $30,000  Princeton '  &  Northwest  first 
3I/-/S  at  loi  and  interest,  equalling  $30,300  and  83  Sioux  City 
and  Pacific  first  3y2's  at  loi  and  interest  equalling  $83,830. 

MR.  HUGHES :  As  that  statement  amplifies  and  corrects  the 
statement  furnished  here  on  Friday  I  will  offer  it  in  evidence. 

(Marked  Exhibit  No.  174.) 

Q.  These  securities  that  were  received  from  the  syndicate 
went  upon  the  Equitable  books?     A.  Yes,  sir. 

Q.  Duly  accounted  for?     A.  Yes,  sir. 

Q.  The  moneys  that  were  received,  do  they  appear  to  have 
gone  in  the  Equitable's  books?     A.  All  duly  accounted  for. 

Q.  And  all  applied  directly,  I  mean  placed  directly  in  accounts 
of  the  Equitable,  and  not  in  the  accounts  of  other  persons  ?  A.  To 
the  credit  of  the  society. 

Q.  So  far  as  you  have  been  able  to  ascertain,  has  the  society 
received  all  of  the  profits  to  which  it  is  entitled  in  that  transaction? 
A.  I  am  so  informed  by  the  syndicate  managers. 

Q.  Have  you  the  papers  that  you  have  been  able  to  find  in  that? 
(Witness  produces  paper.) 

Q.  I  note  in  the  letter  of  June  13,  1901,  addressed  to  the 
Ec|uitable  Life  Assurance  Society  by  Kuhn,  Loeb  &  Company 
referring  to  these  bonds,  which  were  drawn  by  you  as  follows : 

"The  bonds  are  to  remain  syndicated  subject  to  our  call." 
That  was  pursuant  to  the  same  sort  of  an  arrangement  that 
you  have  hitherto  testified  to,  that  the  bonds  that  were  withdrawn 
or  script  for  bonds  delivered  to  remain  until  the  operations  of  the 
syndicate  had  ended,  subject  to  the  call  of  the  syndicate  managers. 
Is  that  right? 
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Q.  Now,  were  these  called  for  subsequently?  You  refer  here 
to  proceeds  in  your  statement  A.  Well,  it  appears  that  we  volun- 
tarily withdrew  some  of  the  bonds. 

Q.  Yes,  I  know  that  appears,  but  it  also  appears  that  they  were 
to  remain  syndicated  subject  to  the  control  of  Kuhn,  Loeb  &  Co. 
Now,  as  a  matter  of  fact,  you  say  that  proceeds  were  subsequently 
derived  from  these  bonds.  How  were  they  derived  ?  Were  they 
derived  by  direct  sale  on  the  part  of  the  Equitable  or  from  the 
syndicate  managers?  A.  Oh,  the  syndicate  managers  took  the 
bonds  and  sold  them.  These  refer  to  the  big  sheet.  It  is  more 
explicit  there. 

Q.  Some  of  these  you  withdrew  for  investment.  What  were 
they?    A.  We  withdrew  apparently  for  investment  70,000  Peoria 

&  Northwest- 

Q.  Well,  I  see  it  is  stated  upon  this  paper  that  you  have  given 
me.  Then  those  you  mention  below  referring  to  proceeds  from 
30,000  Princeton  &  Northwest,  and  proceeds  from  80,000  Sioux 
City  &  Pacific  you  resold  to  the  syndicate  managers?  A.  Yes, 
and  if  you  subtract  this  from  the  above  it  will  give  the  net  result. 
Q.  Aftd  you  sold  those  to  the  syndicate  managers  at  syndicate 
prices?     A.  Yes. 

Q.  And  the  syndicate  managers  subsequently  accounted  to  you 
for  the  profits.  Where  does  that  appear?  A.  Refund  in  cash 
$2,391. 

Q.  Well,  that  is  a  refund;  that  isn't  a  profit,  is  it?  A.  I  am 
unable  to  answer  that.  I  will  have  that  looked  up.  I  am  informed 
that  that  profit  is  what  was  put  down  here  as  the  refund,  amount- 
ing' to  $2,391.  It  appears  that  the  Society  bought  the  bonds  as  is 
shown  in  that  exhibit,  and  that  they  later  returned  to  the  syndicate 
manager  the  two  lots  of  30,000  Princeton  &  Northwest  and  82,000 
Sioux  City  &  Pacific,  keeping  the  remainder  of  the  bonds  as  an 
investment,  which  were  put  on  the  books  of  the  Society  at  a  cost 
equalling  the  amount  paid  out,  including  the  profit. 
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Q.  Now,  you  have  given  me  all  the  information  you  have  relat- 
ing to  that  syndicate?    A.  Yes,  sir. 

Q.  The  next  one  is  Mexican  National  Readjustment  syndicate, 
managers  Speyer  &  Co  and  Kuhn,  Loeb  &  Company.  You  were 
unable  to  state  on  Friday  the  amount  of  the  Equitable's  participa- 
tion in  that.  You  now  state  that  it  was  $500,000,  is  that  right? 
A.  I  have  here  the  letter  of  Speyer  &  Co.  and  Kuhn,  Loeb  &  Co. 
offering  us  a  participation  of  $500,000. 

Q.  Were  there  any  individuals  or  corporations  connected  with 
the  Equitable  in  that  participation  ?    A.  Not  in  our  participation. 

Q.  Did  the  Equitable  receive  a  larger  participation,  which  it 
divided  with  others    A.  No,  sir ;  it  did  not. 

Q.  Do  you  know  what  other  persons,  or  what  persons  con- 
nected with  the  Equitable  were  interested  in  that  syndicate? 
A.  No,  sir. 

Q.  The  Equitable  paid  twenty  per  cent  on  account  of  its  sub- 
scription, or  $100,000,  which  was  subsequently  returned?  A. 
Yes,  sir. 

Q.  Did  the  Equitable  withdraw  any  bonds  ?    A.  No,  sir. 

Q.  Did  it  buy  any  of  those  bonds  in  the  market  or  from  the 
syndicate  managers?  A.  Not  unless  they  appear  on  the  sheets. 
We  haven't  looked  that  up. 

Q.  The  Equitable  received  a  profit  of  how  much  ?  A.  Of 
$20,821.57. 

Q.  Was  that  passed  to  the  credit  of  the  Equitable?  A.  Duly 
booked. 

Q.  Are  you  able  to  state  that  that  was  all  the  profit  to  which 
the  Equitable  was  entitled?    A.  I  believe  it  was. 

Q.  What  papers  have  you  relating  to  that ?  (Witness  produces 
papers.) 

Q.  Now,  the  next  syndicate  is  Atlanta  Coast  Line  Railroad 
syndicate,  J.  P.  Morgan  &  Company,  syndicate  managers.    This  is 
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the  syndicate  mentioned  under  the  same  title  in  the  Hst,  but  then 
you  were  unable  to  state  the  names  of  the  managers  ?■   A.  Yes,  sir. 

Q.  Or  the  allotment  ?    A.  Yes,  sir. 

Q.  Now,  what  was  the  allotment?  A.  I  haven't  ascertained 
that.     I  don't  know  the  amounts  that  were  called. 

Q.  That  was  received  from  James  H.  Hyde  and  associates? 
A.  Yes,  sir. 

Q.  And  you  don't  know  what  is  the  total  amount  allotted  to 
James  H.  Hyde  and  associates?    A.  No,  sir. 

Q.  And  jou  don't  know  how  much  of  the  allotment  to  James 
H.  Hyde  and  associates  went  to  the  Equitable?    A.  No,  sir. 

Q.  What  papers  have  you  relating  to  that  matter  ?  A.  Just  the 
two  vouchers. 

Q.  Showing  two  payments?    A.  Yes. 

Q.  One  of  $750,000,  under  date  of  October  8th,  1902,  signed 
George  H.  Squire,  approved  Thomas  D.  Jordan  and  the  other  for 
$626,096.90,  similarly  signed  and  approved?     A.  Yes,  sir. 

Q.  Have  you  any  correspondence  relating  to  the  matter? 
A.  No,  sir. 

Q.  The  first  payment  of  $750,000  was  made  to  J.  Pierpont 
Morgan  &  Company  as  syndicate  managers  ?    A.  Yes,  sir. 

Q.  The  second  payment  on  May  12,  1904,  was  paid  to  the 
Equitable  Trust  Co.?    A.  Yes,  sir. 

Q.  Can  you  explain  why  it  was  paid  to  the  Equitable  Trust 
Co.  ?     A.  It  appears  to  have  been  carried  there  in  a  loan. 

Q.  Please  explain  that.  A.  It  appears  that  this  was  put  into 
the  Equitable  Trust  Company  as  a  loan  in  the  name  of  one  of  the 
clerks  in  the  office. 

Q.  What  clerk?    A.  E.  Barrington. 

O'.  I  don't  understand  just  what  you  mean  by  putting  it  in  as  a 
loan?    A.  Well 

Q.  Do  you  mean  that  this  was  loaned  to  the  Equitable  Trust 
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Company?  A.  So  as  to  get  it  off  the  books  of  the  society 
apparently. 

Q.  Well,  was  it  a  loan  to  the  Equitable  Trust  Company? 
A.  No,  the  Equitable  Trust  Company  loaned  money  on  the  bond. 

Q.  To  whom  did  they  loan  it?  A.  Presumably  to  the  Society. 
It  was  eventually  taken  up  by  the  Society. 

Q.  Then  this  amount  paid  to  the  Equitable  Trust  Company  of 
$626,096.90  was  in  repayment  of  a  loan?  A.  Was  in  repayment 
of  the  loan. 

Q.  Do  the  books  of  the  Equitable  Society  show  that  loan? 
A.  No,  sir. 

O.  Your  information  as  to  that  loan  is  derived  from  the  paper 
you  now  show  me?    A.  Yes. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Marked  Exhibit  No.  174A.) 

MR.  HUGHES  reads  Exhibit  No.   174A. 

Q.  Then  your  information  that  that  had  anything  to  do  with 
the  Atlantic  Coast  Line  syndicate  is  derived  from  the  voucher  you 
now  produce?    A.  Yes. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Marked  Exhibit  175.) 

MR.  HUGHES  reads  Exhibit  No.  175. 

Q.  Now  this  says  purchased  balance  of  $600,000  Atlantic  Coast 
Line  syndicate.  The  prior  payment  made  by  the  Equitable  Society 
was  $750,000.    Do  you  interpret  this  to  mean  that  the  Equitable 
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Society  acquired  from  the  Equitable  Trust  Company  a  participa- 
tion which  the  latter  company  had  in  the  syndicate  ?    A.  No,  sir. 

Q.  You  interpret  this  to  mean  that  it  is  a  balance  on  account 
of  the  payment  of  the  Equitable's  own  share?  A.  Yes,  they 
carried  a  certain  amount  direct  and  a  certain  amount  on  a  loan. 

Q.  Was  there  any  reason  for  that  that  you  know  of?     A. 
Not  that  I  know  of. 

O.  Why  should  it  have  been  to  the  advantage  of  anybody  not 
to  have  it  appear  that  the  Equitable  had  an  interest  in  this 
syndicate  of  $600,000?    A.  I  don't  know,  sir. 

Q.  How  does  that  loan  appear  in  your  books?  A.  It  does  not 
appear  on  our  books. 

Q.  Well,  there  is  a  payment  here  of  $35,424.66  paid  on  account. 
That  must  appear  somewhere.  It  is  a  credit  item?  A.  That  will 
have  to  be  looked  up,  Mr.  Hughes,  to  see  from  what  account  that 
payment  was  made. 

Q.  Of  course  we  may  assume  Mr.  Barrington  did  not  pay  that 
amount?     A.  Yes. 

Q.  It  must  have  been  paid  by  the  Society?  A.  It  must  have 
been. 

Q.  And  also  that  the  item  of  credit  of  $11,694,  under  date  of 
May  5,  1904,  requires  explanation,  too?     A.  Yes,  sir. 

BY  MR.  ROGERS: 

Q.  I  would  like  to  ask  what  position  Mr.  Barrington  holds  in 
the  Company. 

MR.  HUGHES:     Yes,  what  is  he? 

A.  He  is  now  an  employee,  still  employed  by  the  Society  and 
now  under  the  direction  of  the  President  himself.  He  does  a 
great  deal  of  our  advertising  work,  such  as  preparing  our  little 
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leaflets   and  pamphlets  that   we   send  out  to  policyholders  and 
agents. 

Q.  Where  was  he  then  employed?  A.  He  was  employed  then 
under   the   fourth   vice-president,   W.   H.   Mclntyre. 

BY  MR.  COX: 

Q.  Do  you  know  what  his  compensation  is  or  was  at  that 
time?  A.  Well,  it  is  that  about  of  a  well-paid  employee,  not  an 
officer. 

Q.  How  much   would  you   say  ?    A.  About  from  $2,000  to  ' 
$2,500.     I  can  get  you  the  exact  facts. 

BY  MR.  HUGHES : 

Q.  In  what  capacity  is  he  employed?     A.  Now? 

Q.  Then?  A.  Then,  as  now,  he  gets  up  advertising  state- 
ments and  prepares  these  little  things  we  send  out  and  does  a 
good  deal  of  statistical  work  in  regard  to  interest  earned  by  trust 
companies. 

Q.  Now,  the  society  having  paid  these  amounts  in  the  manner 
you  have  described  which  aggregate  $1,326,096.90  received  from 
time  to  time  payments  on  account  in  return?     A.  Yes. 

Q.  From  whom  were  those  payments  received?  A.  J.  P. 
Morgan  &  Company. 

O.  Direct  or  through  James  H.  Hyde  and  associates?  A.  Well, 
it  would  appear  from  here  that  they  were  received  from  James 
H.  Hyde  and  associates  because  some  of  the  payments  were  made 
prior  to  the  Equitable  taking  up  the  loan  from  the  Trust  Com- 
pany May  12,  1904. 

Q.  Well,  the  payments  run  from  October  3,  1902,  to  November 
23,  1904,  and  according  to  the  statement  3'ou  have  handed  me 
the  entire  amount  was  refunded  to  the  Equitable?    A.  Yes. 
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Q.  Then  on  top  of  that,  on  December  13,  1904,  the  Society 
received  an  amount  of  $114,500.  From  whom  did  it  receive 
that?  A.  Well,  whether  it  came  from  James  H.  Hyde  and 
associates  or  whether  it  was  from  Morgan  &  Company  direct  I 
will  have  to  look  up. 

Q.  You  don't  know  as  to  that?  A.  Presumably  it  was  re- 
ceived from  James  H.  Hyde  and  associates,  because  that  is  the 
way  the  syndicate  agreement  was  signed. 

Q.  Who  were  in  this  syndicate  comprising  James  H.  Hyde  and 
associates?  A.  In  this  case  James  H.  Hyde  and  associates  rep- 
resent the  Equitable, 

Q.  Do  you  mean  that  there  were  nobody  else  participating 
with  the  Equitable?  A.  I  believe  not,  because  the  Frick  report 
does  not  show  this  syndicate  and  that  report  shows  all  syndi- 
cates in  which  James  H.  Hyde  and  associates  had  participation 
which  was  sub-divided. 

Q.  I  don't  want  either  to  dispute  or  confirm  the  accuracy  of 
that  deduction,  but  entirely  apart  from  what  the  Frick  report 
shows. and  does  not  show,  what  information  have  you  as  to  the 
total  amount  allotted  to  James  H.  Hyde  and  associates?  A.  We 
have  no  positive  information  at  present.  But  we  will  have  when 
Messrs  J.  P.  Morgan  &  Company  reply  to  Mr.  Morgan's  letter. 
'Q.  So  whether  James  H.  Hyde  and  associates  stood  for  the 
Equitable  exclusively  or  for  the  Equitable  and  other  persons  and 
corporations,  you  do  not  know  for  the  moment?     A.  No. 

O.  And  whether  this  profit  of  $14,500  was  the  entire  profit  to 
which  the  Society  was  entitled,  you  do  not  know?     A.  No. 

Q.  Have  you  given  me  all  the  papers  and  memoranda  which 
are  on  your  files  relative  to  this  matter?     A.  Yes,  sir. 

Q.  Consisting  simply  of  the .     A.  Two  vouchers  and  the 

transcript. 

Q.  And  the  letter  in  regard  to  the  loan  and  that  memorandum 
attached?    A.  Yes. 
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Q.  Let  me  refer  for  a  moment  to  the  Pittsburg  &  Toledo  syn- 
dicate that  we  had  a  moment  ago.  Have  you  the  syndicate  agree- 
ment?    A.  Yes,  sir. 

Q.  What  was  the  purpose  of  the  flotation  of  these  bonds,  do 
you  know,  to  provide  money  for  what  purpose?  A.  I  have  not 
read  the  syndicate  agreement  even,  sir. 

Q.  This  syndicate  agreement  you  show  me  is  under  date  of 
June  6,  1904,  and  you  started  malting  your  payments  on  account 
of  what  is  called  the  Pittsburg-Toledo  syndicate  in  April,  1901. 
Now,  what  is  the  original  agreement  that  relates  to  that  matter? 
Is  is  evidently  not  that.  It  is  some  later  agreement  in  conclu- 
sion, I  should  say. 

(No    answer.) 

Q.  Did  that,  so  far  as  you  know,  have  any  relation  to  the 
building  of  a  railroad  known  as  the  Pittsburg,  Toledo  &  Western 
Railroad,  a  twenty-mile  road?  A.  I  am  not  prepared  to  testify. 
I  will  have  it  all  looked,  up  and  do  so  very  soon. 

Q.  What  I  want  to  know  is  what  was  the  enterprise  which 
was  affected  by  that  original  syndicate  on  which  these  payments 
were  started  in  1901,  whether  it  was  a  railroad  in  course  of 
construction  or  which  at  the  time  of  those  payments  had  not 
been  begun?  A.  This  was  the  railroad  that  was  to  give  the 
Wabash  Railroad  an  entrance  into  Pittsburg. 

Q.  A  connection  with  the  Cross  Creek  Railroad  of  West  Vir- 
ginia to  the  Ohio  River,  a  distance  of  about  twenty  miles?  A. 
Apparently. 

Q.  Are  you  able  to  say  whether  on  that  transaction  in  which 
moneys  were  advanced  by  the  Equitable  in  1901  any  actual  con- 
struction had  taken  place  up  to  the  middle  of  1903  ?  A.  I  don't 
know,  sir. 

Q.  I  would  like  to  have,  if  you  have  available,  a  statement  of 
just  what  that  enterprise  was,  so  we  can  understand  just  what  the 
action  of  the  Equitable  was  in  underwriting,  to  the  extent  of 
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$450,000,  as  I  infer  it  did,  prior  to  April  15,  1901,  on  which  date 
the  first  call  was  made?     A.  I  will  have  it  looked  up. 

Q.  Going  on  with  the  list,  the  next  one  we  have  is  Western 
Maryland  Railroad  syndicate,  managers,  Vermilye  &  Co.  and 
George  B.  Butler  &  Co.  On  Friday  you  were  unable  to  state 
the  allotment. 

(Papers  handed  counsel  by  witness.) 

You  are  now  able  to  state  that  there  was  a  participation  of 
$2,000,000  according  to  the  statement  you  now  hand  me?  A. 
Yes,  sir. 

Q.  You  say  a  million  of  that  was  received  direct  from  the 
syndicate  managers?     A.  Yes. 

Q.  And  another  million  from  James  H.  Hyde  and  associates? 
A.  Yes,  sir. 

Q.  Can  you  explain  why  the  allotment  was  divided  in  that 
way?  A.  I  find  on  October  10,  1902,  letters  were  written  to 
James  H.  Hyde  and  associates  and  to  the  Equitable  Life, 
each  letter  calling  for — making  60  per  cent,  call — and  each  letter 
stating  that  the  participation  was  one  million. 

Q.  You  find  a  letter,  addressed  direct  to  James  H.  Hyde  and 
associates,  referring  to  their  allotment  of  one  million,  and  another 
letter,  addre'ssed  to  the  Equitable  Life  Assurance  Society  di- 
rectly, referring  to  its  allotment  of  one  million?     A.  Yes. 

Q.  Now,  James  H.  Hyde  and  associates,  having  that  million, 
did  what  with  it?    A.  Allotted  it  to  the  Equitable. 

Q.  The  entire  amount?    A.  Yes. 

Q.  Are  you  able  to  state  whether  any  individuals  or  corpora- 
tions had  any  interest  in  this  syndicate  after  the  transfer  by  James 
H.  Hyde  and  associates  of  their  million-dollar  participation  to 
the  Equitable  ?     A.  Not  now.     We  will  have  very  soon. 

Q.  According  to  the  papers  you  hand  me  now  it  would  seem 
whatever  James  H.  Hyde  and  associates  got  they  transferred  it 
to  the  Equitable  ?    A.  Yes,  sir. 
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Q.  Retaining  nothing?    A.  Retaining  nothing. 

Q.  And  the  Equitable,  according  to  the  papers  you  hand  me, 
made  all  the  payments  on  the  two  millions?     A.  Yes,  sir. 

Q.  Paying  up  the  whole  two  millions?     A.  Yes,  sir. 

Q.  Then  did  they  withdraw  any  for  investment?  A.  We  with- 
drew one  million  of  these  bonds  and  we  still  have  one  million,  I 
understand,  in  this  syndicate. 

Q.  I  see  here  a  memorandum,  under  date  of  October  20,  1902, 
saying.  Interim  Certificates  of  the  Mercantile  Trust  Company  of 
one  million  each.  No.  35,  in  the  name  of  the  Equitable  Life  Assur- 
ance Society,  $550,266.67,  and  No.  56,  in  the  name  of  James  H. 
Hyde  and  associates,  $550,266.67.  How  did  it  happen  that  the 
certificates  were  issued  by  the  Mercantile  Trust  Company? 
A.  They  probably  were  agents  of  the  syndicate  managers? 

Q.  Well,  do  you  know  whether  that  it  so  or  not? 
A.  No,  I  will  have  that  looked  up.  It  would  appear  that  way 
from  the  interim  receipts. 

Q.  What  profits  were  made  in  this?  A.  The  syndicate  is  not 
closed. 

Q.  Have  any  profits  been  distributed?     A.  Not  as  yet. 

O.  You  have  ascertained  that  from  the  syndicate  managers? 
A.  I  have  asked  that  of  the  Mercantile  Trust  Company,  and  they 
informed  me  the  syndicate  was  not  closed. 

Q.  Did  you  ask  whether  any  profits  have  been  paid  over  to 
any  of  the  participants  in  the  syndicate?  A.  Informally,  yes, 
and  I  was  told  no.  We  will  have  all  this  as  soon  as  Vermilye  & 
Co.  and  Butler  &  Co.  reply  to  Mr.  Morton's  letter. 

Q.  What  other  papers  have  you  in  relation  to  this  transaction? 
A.  I  have  the  other  second  call  or  voucher. 

Q.  The  million  dollar  bonds  that  were  withdrawn  were  under 
the  allotment  to  the  Equitable  direct?     A.  Yes,  sir. 

O.  And  the  million  participation  that  is  still  outstanding,  were 
those  allotted  to  James  H.  Hyde  and  associates?    A.  Yes. 
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O.  Have  you  any  memorandum  or  paper  stating  that  the 
transfer  has  been  made  from  James  H.  Hyde  and  associate  to  the 
Equitable?     A.  An  assignment,  do  you  mean? 

Q.  Yes.  A.  Nothing  but  the  assignment  of  the  interim  re- 
ceipts. 

Q.  That  has  been  done?     A.  We  have  that  now  in  our  vault. 

Q.  When  was  that  made?  A.  That  was  made — when  the  pay- 
ment was  made  the  Society  received  the  interim  receipt. 

Q.  Were  the  million  dollars  allotted  to  James  H.  Hyde?  A. 
Yes,  on  the  first  60  per  cent,  call  and  then  later  on  the  40  per 
cent.  call. 

Q.  When  was  the  first  payment  made  when  that  transfer  was 
effected?     A.  October  20,  1902,  60  per  cent.  call. 

Q.  And  that  is  all  the  information  you  have  on  that  matter? 
A.  Yes. 

Q.  Now  we  come  to  Chicago  &  Northwest  Railway  Company 
General  Consolidated  3%,  managers  Kuhn,  Loeb  &  Co. 

(Papers   handed  to  counsel   by   witness). 

That  was  allotted  originally  to  the  Mercantile  Trust  Company  ? 
A.  And  which  was  afterwards  transferred  entirely  to  the  Equit- 
able Life. 

Q.  Are  there  any  corporations  or  individuals  connected  with 

the  Equitable  in  that  participation?    A.  Not  that  I  know  of . 

No,  there  are  none  in  this  contract,  because  we  have  this  entirely 
direct. 

Q.  Do  you  know  what  persons  connected  with  the  Society  are 
also  members  of  the  syndicate?    A.  No,  sir. 

Q.  What  papers  have  you  relating  to  this  ? 

(Papers  handed  to  counsel  by  witness.) 
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Q.  From  this  correspondence  that  you  show  me,  running  from 
July  9th,  1897,  to  February  9th,  1903,  it  appears  that  General 
Fitzgerald,  as  president  of  the  Mercantile  Trust  Company,  re- 
quested from  Kuhn,  Loeb  &  Company  a  participation  to  the 
extent  of  two  millions ;  that  Kuhn,  Loeb  &  Company  gave  a  par- 
ticipation of  $1,250,000,  and  that  I  understand  was  subsequently 
transferred  to  the  Equitable  Society  and  profits  were  paid  by 
Kuhn,  Loeb  &  Company  upon  that  participation  to  the  Equitable, 
one  of  $25,000  on  December  19th,  1900,  and  another  of  $19,138.62 
on  February  9th,  1903?    A.  Yes. 

Q.  Have  you  satisfied  yourself  that  those  are  all  the  profits 
to  which  the  society  was  entitled?  A.  We  are  informed  by 
Kuhn,  Loeb  &  Company  that  toward  the  end  of  December,  1898, 
a  check  drawn  to  the  order  of  the  society  for  $12,500  was  sent  to 
us.  We  are  now  having  the  expert  accountant  trace  that  check, 
if  possible. 

Q.  You  have  not  so  far  been  able  to  find  any  records  of  the  pro- 
ceeds of  that  check  having  been  placed  to  the  credit  of  the  society's 
account?    A.  No,  sir. 

Q.  Did  these  profits  to  the  amount  of  $25,000  and  $19,138.62 
pass  to  the  credit  of  the  Equitable  Society  ?  A.  They  were  turned 
over  to  the  George  H.  Squire  trustees  account. 

Q.  The  same  account  to  which  you  have  hitherto  referred? 
A.  Yes. 

Q.  Do  I  understand  that  the  checks  for  those  profits  were  en- 
dorsed payable  to  George  H.  Squire,  trustee,  by  the  Equitable 
Life  Assurance  Society?    A.  I  have  not  seen  the  checks. 

Q.  But  you  uiderstand  they  were  to  the  Equitable's  order?  A. 
The  checks  were  drawn  to  the  Equitable's  order. 

Q.  Are  these  all  the  papers?     A.  There  is  the  voucher. 

Q.  I  find  in  the  letter  of  Kuhn,  Loeb  &  Company,  November 
24th,  1902,  in  the  call  upon  you  for  $481,458.33  in  payment  of 
500,000  bonds,  40  per  cent  of  your  participation,  a  statement  at 
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the  end,  "The  bonds  you  receive  are  to  remain  syndicated  under 
our  control."     Those  did  remain  in  that  shape?     A.  Yes,  sir. 

Q.  And  were  subsequently  turned  back  to  Kuhn,  Loeb  &  Com- 
pany?   A.  Fourteen  days  later. 

Q.  And  they  repaid  you  the  amount  you  had  paid?    A.  Yes. 

Q.  And  they  were  sold  by  them  as  the  syndicate  managers,  and 
the  profits  you  have  spoken  of  paid  to  the  society  as  they  are  there  ? 
A.  Yes. 

Q.  Have  you  given  me  all  the  information  you  have  about  that 
matter  ?     A.I  think  you  have  seen  those  two  letters  ? 

Q.  Yes.    A.  Those  are  all  I  have  got. 

Q.  Before  we  leave  it,  I  will  put  in  evidence  the  statement  you 
have  furnished  me  showing  the  entire  profits  on  the  transaction, 
which  the  society  should  have  received,  to  be  $56,638.62?  A. 
That  is,  as  furnished  to  us  by  Kuhn,  Loeb  &  Company. 

(Paper  marked  Exhibit  No.  176.) 

Q.  Now,  we  come  again  to  the  Union  Pacific  preferred  stock 
syndicate,  Kuhn.  Loeb  &  Company.  What  information  have  you 
regarding  that? 

•  (Papers  handed  to  counsel  by  witness). 

Q.  You  hand  me  a  letter  or  a  copy  of  a  letter  dated  January  2, 
1903  ?  A.  That  copy  is  also  attached  to  the  first  voucher  which  is 
in  the  Cashier's  Department. 

MR.  HUGHES :     I  offer  that  in  evidence. 
(Marked  Exhibit  No.  177.) 
MR.  HUGHES  reads  Exhibit  No.  177. 
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Q.  Where  is  the  original  of  that  letter?  A.  In  Mr.  Hyde's 
possession. 

Q.  Do  you  find  a  copy  of  it  on  any  of  the  letter-press  copy- 
books of  the  Equitable  Society?  A.  Well,  I  have  not  looked, 
because  we  found  a  copy  of  it  on  the  first  voucher  relating  to  the 
syndicate. 

O.  I  should  like  you  to  look  and  see  if  you  find  a  copy  of  that 
in  any  of  the  letter-press  copy-books  of  the  society,  or  in  any 
of  their  files  other  than  you  have  stated.  Now,  the  copy  you 
say  is  annexed  to  the  voucher,  which  is  the  voucher  for  the  check 
of  $500,000  given  to  Kuhn,  Loeb  &  Co.  under  date  of  January 
22,   1903,  for  first  payment?     A.  Yes. 

Q.  That  check  was  drawn  to  the  order  of  Kuhn,  Loeb  &  Co. 
and  signed  by  the  Equitable  Life  Assurance  Society?     A.  Yes. 

Q.  Now,  have  you  the  next  voucher?     A.  Yes. 

O.  This  voucher  has  annexed  to  it  a  letter  which  I  will  offer 
in  evidence. 

(Marked  Exhibit  No.  178.) 

MR.  HUGHES  reads  Exhibit  No.  178. 

Q.  Reference  is  made  there  to  a  preceding  communication  of 
January  20th,  have  you  a  copy  of  that?  A.  No,  I  have  not  got 
it  here. 

Q.  Apparently  that  first  communication  was  the  call  of 
$500,000  paid  by  your  check  on  January  23,  1903,  as  stated  in  the 
voucher   already  mentioned?     A.  Yes. 

Q.  Now,  on  receipt  of  this  letter  by  Mr.  Hyde,  do  I  under- 
stand that  the  Equitable  honored  the  call  by  paying  $900,000 
to  Kuhn,  Loeb  &  Co.  and  receiving  certificates  for  9,000  shares 
of  stock  in  the  name  of  Kuhn,  Loeb  &  Co.  endorsed  in  blank ?^ 
A.  Yes,   sir. 
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O.  The  certificates  for  the  5,000  shares  of  stock  of  the  prior 
payments  were  also  in  the  name  of  Kuhn,  Loeb  &  Co.  ?  A.  Yes, 
sir. 

Q.  And  endorsed  in  blank?     A.  Yes,  sir. 

O.  Were  they  in  the  name  of  Kuhn,  Loeb  &  Co.  as  a  firm  or 
in  the  name  of  employees  of  Kuhn,  Loeb  &  Co.  ?  A.  I  think  they 
are  in  the  name  of  Kuhn,  Loeb  &  Co.,  in  that  way.  Yes,  they  are 
in  the  name  of  Kuhn,  Loeb  &  Co. 

Q.  Was  any  acknowledgment  of  the  check  of  $900,000  from  the 
Equitable  received  from  Kuhn,  Loeb  &  Co.?  A.  The  certifi- 
cates. 

Q.  Nothing  else  ?     A.  No,  sir. 

Q.  Now,  what  was  the  next  transaction?     A.  July  26th. 

Q.  There  was  a  letter  on  July  22,  1904,  addressed  by  Kuhn, 
Loeb  &  Co.  to  Mr.  Hyde  relating  to  this  matter?     A.  Yes,  sir. 

MR.  HUGHES:     I  offer  that  in  evidence. 

(Marked  Exhibit   179  and  read  by  Mr.  Hughes.) 

Q.  Now,  when  that  request  was  received  by  Mr.  Hyde,  a 
voucher  was  drawn  for  a  check  to  the  order  of  Kuhn,  Loeb  & 
Company  for  the  amount  requested,  $270,000?    A.  Yes,  sir. 

Q.  And  as  in  the  other  cases  that  voucher  showed  an  authoriza- 
tion of  the  purchase  by  George  H.  Squire  as  financial  manager, 
and  William  H.  Mclntyre  as  fourth  vice-president?    A.  Yes,  sir. 

Q.  And  thereupon  a  check  was  given  by  the  Equitable  Life 
Assurance  Society  to  Kuhn,  Loeb  .&  Company  for  $270,000?  A. 
Yes,  sir. 

Q.  And  then  certificates  of  stock  for  3,800  shares  were  received 
by  the  Equitable  Society  from  Kuhn,  Loeb  &  Company  in  the 
name  of  Kuhn,  Loeb  &  Company  and  endorsed  by  them  in  blank? 
A.  Yes. 

Q.  Do  you  know  what  was  done  in  the  actual  physical  trans- 
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mitting  of  those  certificates  ?  Were  they  brought  to  the  Equitable 
Society  or  to  anyone  representing  the  Society  by  a  representative 
of  Kuhn,  Loeb  &  Company  or  by  Mr.  Hyde?  A.  Well,  at  that 
time  Mr.  Hyde  was  an  officer  of  the  Society,  so  that  whether  they 
were  delivered  to  him  personally  or  as  an  officer  of  the  Society 
I  don't  know. 

Q.  Well,  you  don't  know  that  they  were  delivered  to  him  at  all, 
do  you?    A.  No. 

Q.  You  don't  know  to  whom  they  were  delivered,  in  fact? 
A.  No. 

Q.  Now,  following  that,  I  find  a  letter  under  date  of  July  26, 
1904,  from  Kuhn,  Loeb  &  Company  to  Mr.  Hyde,  which  I  offer  in 
evidence. 

(Marked  Exhibit  180  and  read  by  Mr.  Hughes.) 

Q.  Now,  as  a  matter  of  fact,  Mr.  Hyde  had  not  given  his  check 
for  $270,000,  but  the  Equitable  had  given  its  check  for  $270,000? 
A.  Yes,  sir. 

Q.  And,  as  a  matter  of  fact,  the  letter  referred  to  was  a  letter 
to  Mr.  Hyde  and  not  a  letter  to  the  Equitable,  as  we  have  just 
seen?    A.  Yes,  sir. 

Q.  Now,  do  you  know  how  the  check  for  $270,000  was  sent  to 
Kuhn,  Loeb  &  Company?  Was  there  a  letter  accompanying  it? 
A.  Not  that  I  know  of. 

Q.  Or  is  there  any  record  on  the  files  of  the  Equitable  of  a 
letter  addressed  to  Kuhn,  Loeb  &  Company  accompanying  these 
payments,  or  any  of  them?    A.  I  don't  think  so. 

Q.  What  is  this  memorandum  that  I  find  here  ?  Whose  hand- 
writing is  that  and  where  does  it  come  from  ?  A.  Why,  that  is  a 
memorandum  prepared  by  the  security  department  that  goes  to  the 
cashier;  just  for  the  sake  of  making  an  entry,  how  it  is  to  be 
entered  up  in  the  cashier's  books. 
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Q.  Well,  these  calls  were  addressed,  as  we  have  seen,  to  Mr. 
Hyde,  upon  the  books  of  the  Society ;  the  transaction  was  treated 
as  a  transaction  of  the  society?    A.  Yes,  sir. 

Q.  What  further  information  have  you  relating  to  this  matter? 
A.  I  have  the  last  call.  I  have  copies  now  of  the  letters  addressed 
by  Messrs.  Kuhn,  Loeb  &  Company  to  James  H.  Hyde,  and  a 
copy  of  Mr.  Hyde's  letter  to  Mr.  Morton,  a  copy  of  the  assign- 
ment of  Hyde  to  the  Equitable,  a  copy  of  a  letter  addressed  by 
Mr.  Morton  to  Messrs.  Kuhn,  Loeb  &  Company,  and  Messrs. 
Kuhn,  Loeb  &  Company's  answer  thereto. 

MR.  HUGHES :  I  offer  these  in  evidence. 

(Letter  from  James  H.  Hyde  to  Mr.  Morton,  marked  Exhibit 
i8i,  and  read  by  Mr.  Hughes.) 

MR.  HUGHES  :  Also  the  assignment  annexed. 

(Marked  Exhibit  182  and  read  by  Mr.  Hughes.) 

Q.  Prior  to  that,  as  I  believe  you  stated  the  other  day,  you 
have  been  unable  to  find  any  record  of  any  document  transferring 
the  interest  to  the  Society?     A.  No,  sir. 

MR.  HUGHES:     I  offer  this  in  evidence. 

(Marked  Exhibit  183  and  read  by  Mr.  Hughes.) 

Q.  After  the  receipt  of  that  letter  there  was  a  check  drawn 
by  the  Equitable  Life  Assurance  Society  for  $250,000  to  the 
order  of  Kuhn,  Loeb  &  Co.  and  sent  to  Kuhn,  Loeb  &  Co.?  A. 
Yes,  sir. 
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Q.  Do  you  know  who  sent  it,  whether  it  was  the  Society- 
direct  or  Mr.  Hyde?    A.  I  took  it  over  there. 

Q.  You  took  it  over  there?     A.  Yes,  sir. 

Q.  Who  did  you  see?  A.  Well,  I  really  don't  remember.  I 
am  over  there  quite  a  good  deal.  I  saw  some  member  of  the  firm 
and  redeemed  the  certificates. 

Q.  In  the  name  of  Kuhn,  Loeb  &  Co.?  A.  Endorsed  in 
blank. 

MR.  HUGHES:  I  next  oflfer  this  letter  of  July  i8,  1905, 
from  Mr.  Morton  to  Kuhn,  Loeb  &  Co. 

(Marked  Exhibit  184.) 

THE  WITNESS:  I  would  like  to  state  that  I  recog- 
nize the  Equitable  as  being  a  party  to  this  syndicate,  and 
that  they  only  recognized  James  H.  Hyde. 

Q.  That  was  on  July .     A.  About,  yes — August,  1905. 

Q.  1905  ?     A.  This  year. 

MR.  HUGHES:     The  letter.  Exhibit  184. 

MR.  HUGHES :  I  will  offer  the  reply  of  Kuhn,  Loeb  &  Co. 
to  this  letter,   dated  July   i,   1905. 

(Marked  Exhibit  185  and  read  by  Mr.  Hughes.) 

O.  Has  the  Equitable  Life  Assurance  Society  or  any  officer 
thereof,  received  any  further  communication  from  Kuhn,  Loeb  & 
Co.  as  to  the  decision  arrived  at  in  the  matter?    A.  I  believe  not. 

Q.  Have  you  a  copy  of  the  syndicate  agreement?  A.  I  have 
not,  sir.     One  will  be  produced  by  Mr.  Schiff  later. 
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Q.  Have  you  now  stated  all  that  appears  upon  the  books  of  the 
Society  with  regard  to  this  syndicate?  A.  Yes,  sir.  You  asked 
to  have  the  checks  brought  up. 

Q.  You  have  the  checks  here  and  they  are  all  checks  drawn  by 
the  Equitable  Life  Assurance  Society  to  the  order  of  Kuhn,  Loeb 
&  Company  ?  A.  One  isn't  here,  one  drawn  to  the  order  of  Kuhn, 
Loeb  &  Company.  T-he  accountants  have  it.  I  will  bring  it  to- 
morrow, if  necessary. 

Q.  It  is  in  the  same  form  as  these?    A.  Absolutely  the  same. 

Q.  Now,  the  next  syndicate  on  the  list  is  Southern  Railway 
notes,  series  C  syndicate.  You  were  unable  on  Friday  to  state 
the  amount  of  the  participation.  What  is  it?  A.  $250,000 
allotted  to  James  H.  Hyde  and  associates,  and  in  turn  allotted 
in  full  to  the  Society. 

Q.  And  the  managers  were  whom?    A.  Messrs.  Blair  &  Co. 

Q.  How  did  you  know  that  James  H.  Hyde  and  associates  had 
a  participation  of  $250,000  and  allotted  the  full  amount  to  the 
Society  ?  A.  We  have  the  letter  of  Blair  &  Co.  offering  James  H. 
Hyde  and  associates  participation  of  that  amount. 

O.  A  letter  under  date  of  March  9,  1903,  which  you  now  pro- 
duce?  A.  Yes,  sir. 

Q.  So  far  as  you  know  did  any  individuals  connected  with  the 
Equitable  have  any  interest  in  that  syndicate?  A.  We  have 
written  to  Messrs.  Blair  &  Co.  so  inquiring. 

Q.  A  call  was  made  on  March  11,  1903,  it  appears  from  your 
statement,  of  $62,500.  That  was  paid  and  subsequently  returned, 
was  it  not?    A.  Yes. 

Q.  Were  there  any  profits  made  in  that  transaction?  A.  A 
check  was  received  for  $2,198.46,  which  was  credited  to  profit  and 
loss  on  the  books  of  the  Society. 

Q.  From  whom  was  that  check  received  ?  A.  From  Blair  &  Co. 

Q.  On  that  ?    A.  Well,  it  came  from — it  may  have  been  drawn 
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to  the  order  of  James  H.  Hyde  and  associates  and  endorsed  over 
to  the  Society. 

Q.  You  don't  know  as  to  that?  A.  No.  That  wouldn't  show 
on  our  ledger. 

Q.  Have  you  taken  steps  to  ascertain  whether  the  Society  has 
got  all  the  profits  to  which  it  is  entitled  ?  A.  We  have.  We  have 
asked  them  for  a  statement. 

Q.  Have  you  any  other  papers  relative  to  the  matter?  A.  Not 
to  this  syndicate,  no,  sir. 

Q.  The  next  syndicate  is  International  Navig'ation  Company 
First  Mortgage  Bond  syndicate.  We  had  that  under  inquiry  the 
other  day,  and  the  price  at  which  the  Equitable  obtained  the 
securiteis  was  commented  upon.  I  believe  it  was  92%.  A.  Yes, 
sir. 

Q.  Can  you  state  what  the  character  of  that  syndicate  was? 
A.  This  syndicate  was  formed  by  Mr.  J.  P.  Morgan  &  Co.  to  fur- 
nish the  bankers  such  cash  sums  as  in  the  aggregate  shall  not 
exceed  $5,855,250  to  make  payments  for  the  purchase  of  $6,330,- 
000  of  the  First  mortgage  bonds  of  the  International  Navigation 
Company  of  New  Jersey,  the  name  of  which  has  been  changed 
to  the  International  Mercantile  Marine  Company  at  95  and  m- 
terest,  less  a  commission  of  2%  per  cent. 

Q.  Is  that  the  same  syndicate  that  is  known  as  the  Navigation 
syndicate  or  the  International  Mercantile  Marine  syndicate?  A. 
No. 

Q.  What  is  the  difference?  A.  Why,  this  is  to  authorize  a 
small  issue  of  first  mortgage  bonds. 

O.  Of  some  six  millions?    A.  Yes. 

Q.  And  what  was  the  other  syndicate?     A.  I  haven't  got  the 

syndicate .     I  don't  know  what  the  exact  purpose  was;  it  is 

not  the  same  syndicate,  however. 

Q.  Well,  that  was  a  syndicate  to  float  the  bonds  which  were 
issued  in  the  acquisition  by  the  International  Mercantile  Marine 
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Co.  of  the  stocks  and  interest  in  various  companies,  steamship 
companies,  was  it  not?    A.  Yes,  sir. 

Q.  Did  the  Equitable  have  any  interest  in  that  syndicate?  A. 
Not  as  shown  on  these  sheets. 

Q.  Well,  so  far  as  you  know  is  it  shown  anywhere?  A.  We 
will  show  an  interest  later,  yes,  sir. 

Q.  Well,  you  mean  that  there  is  something .     A.  We  are 

in  course  of  preparation  of  that. 

Q.  Well,  that  isn't  mentioned  here  ?    A.  No,  not  on  that. 

O.  Well,  is  there  anything  that  you  are  able  to  say  now,  or  do 

you  wish  to  wait  until  you  have  got  it .    A.  Well,  we  have  all 

that  prepared,  I  think,  by  to-morrow. 

Q.  Now,  tell  me  what  papers  you  have  relative  to  this  other 
syndicate  that  was  to  float  the  $6,000,000  bonds  of  the  Inter- 
national? A.  We  have  a  letter  addressed  to  James  H.  Hyde  and 
associates  from  J.  P.  Morgan  with  regard  to  it. 

Q.  A  letter  dated  March  20,  1903,  from  which  it  appears  that 
James  H.  Hyde  and  associates  were  subscribers  to  the  syndicate 
of  $500,000  bonds  at  92%  and  interest?    A.  Yes,  sir. 

Q.  Now,  how  much  of  that  allotment  was  paid  over  to  the 
Equitable  Life?    A.  The  entire  amount,  $500,000. 

Q.  So,  that,  so  far  as  you  know,  James  H.  Hyde,  individually 
or  any  corporation  or  individual  associated  with  him,  retained 
no  interest  in  that?  A.  We  had  his  entire  participation,  and  we 
have  written  to  Messrs.  J.  P.  Morgan  asking  if  that  was  the 
entire  allotment. 

Q.  Have  you  had  any  answer?     A.  Not  as  yet. 

Q.  And  the  Equitable  put  up  the  entire  amount  called  under 
that  and  withdrew  its  bonds,  as  so  explained  by  you  on  Friday? 
A.  Yes,  sir. 

Q.  At  921/2  ?    A.  Yes,  sir. 

Q.  There  being  no  profits  because  of  the  withdrawal  ?  A.  Yes, 
sir;  we  withdrew  the  bonds. 
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Q.  Will  you  let  me  see  what  other  papers  you  have  in  that 
matter?  A.  Here  are  the  vouchers  and  the  syndicate  agree- 
ment. 

Q.  The  syndicate  agreement  is  under  date  of  January  24, 
1903?    A.  Yes,  sir. 

Q.  The  other  syndicate,  International  Mercantile  Marine  or 
Navigation  Syndicate,  was  to  iloat  50,000,000  of  an  authorized 
issue  of  75,000,000  of  bonds?     A.  Yes,  sir. 

Q.  And  this  one  to  which  you  have  just  referred  was  to  float 
6,000,000  of  bonds?     A.  6,000,000  of  bonds. 

Q.  Now,  the  next  syndicate  is  Union  Pacific  ii/2,-year  five 
per  cent,  note  syndicate.  You  now  find  that  the  managers  were 
Kuhn,  Loeb  &  Co.,  and  that  the  Equitable  Life  received  a  par- 
ticipation direct  from  them  of  $350,000,  is  that  right?  A.  Yes, 
sir. 

Q.  Did  James  H.  Hyde  and  associates  have  anything  to  do 
with  that?     A.  No,  sir. 

Q.  Any  individuals  connected  with  the  Equitable  Life  inter- 
ested in  it?  A.  We  had  this  participation  direct  and  we  have 
written  and  inquired  if  anyone  else  had. 

Q.  So  far  you  have  no  information  that  they  had?  A.  Not 
as  yet. 

Q.  The  Equitable  Life  paid  the  checks?     A.  Yes,  sir. 

Q.  Got  the  money  that  they  paid  back  and  later  got  a  profit 
of  $2,625?  A.  Well,  we  withdrew  from  the  syndicate  our  par- 
ticipation at  cost,  but  as  the  managers- had  an  option  on  a  future 
purchase  of  bonds — but  as  they  had  an  option  on  the  purchase 
of  Oregon  Short  Line  bonds,  deposited  as  collateral  of  the  notes, 
that  option  was  sold,  and  so  the  society  received  as  its  share  a 
profit  of  $2,625. 

Q.  Have  you  found  out  whether  that  is  all  the  profit  to  which 
they  are  entitled  ?     A.  It  is. 

Q.  What  papers  have  you?    A.  The  two  vouchers. 
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Q.  Anything  else?    A.  Copies  of  two  letters. 

Q.  These  letters  that  you  produce  show  the  facts  as  to  the 
participation  allotted  to  tliem  directly,  and  the  profits  that  you 
have  testified  to?     A.  Yes. 

Q.  And  that  is  all  the  information  you  have  on  that  matter? 
A.  Yes,  sir. 

Q.  Now,  the  next  is  Combined  Syndicate  of  Philadelphia,  Bal- 
timore, Washington  &  Long  Island  Refunding  4's?  A.  We 
have  for  convenience  sake  combined  the  statements. 

MR.  HUGHES :  I  will  offer  this  statement  in  evidence,  and 
read  it  on  the  record. 

(Marked  Exhibit  No.   186,  and  read  by  Mr.  Hughes.) 

Q.  That  is  the  statement  that  you  believe  to  be  correct?  A. 
Yes,  sir. 

Q.  Wheie  did  the  Frick  Committee  get  its  information  that 
Messrs.  Alexander,  Hyde,  Squire  and  Mclntyre  had  the  whole 
allotment  of  $600,000  divided  among  them?  A.  A  letter  from 
James  H,  Hyde.  But  that  is  shown  to  be  inaccurate,  because 
the  profits  which  he  testified  to  that  committee  as  having  received 
show  that  it  was  only  the  profits  on  $125,000  participation,  not 
as  $150,000  which  he  credits  himself  with. 

Q.  That  is  an  aggregate  profit  on  $500,000  divided  among 
the  four?     A.  Yes,  sir. 

Q.  And  your  books  show  a  profit  to  the  Equitable  of  the  re- 
mainder on  a  participation  of  $100,000.  How  was  that  profit 
credited  to  the  Equitable,  or  upon  the  books  of  the  Equitable, 
or  charged  to  it  and  credited  to  those  who  paid  it? 

THE  WITNESS:     Repeat  that  question,  will  you? 

1 149 


Testimony  of  Henry  Rogers  Winthrop 

Q.  How  was  that  booked  by  the  Equitable?  A.  Oh,  credited 
to  profit  and  loss. 

Q.  It  went  upon  the  books?     A.  Yes. 

Q.  Duly  accounted  for  ?  A.  Oh,  our  profit  was  duly  accounted 
for. 

Q.  Have  you  taken  steps  to  ascertain  whether  that  was  all  the 
profit  to  which  they  were  entitled?  A.  We  have  written  to 
Messrs.  Kuhn,  Loeb  &  Co.  and  asked  them. 

Q.  From  whom  was  that  profit  received?  A.  Kuhn,  Loeb  & 
Company  sent  their  check  for  the  combined  profit  to  James  H. 
Hyde  and  associates  and  the  society  received  their  proportion 
from  Hyde  and  associates. 

Q.  How  would  such  check  as  that  be  drawn?  By  whom? 
Who  attended  to  the  business  of  James  H.  Hyde  and  associates? 
A.  Mr.  Mclntyre  usually. 

Q.  Didn't  he  draw  his  check?  A.  No.  They  had  a  check- 
book, I  believe. 

Q.  Do  you  mean  they  kept  an  account  in  the  name  of  James 
H.  Hyde  and  associates?    A.  Yes,  sir. 

Q.  Where  was  that  account  kept?    A.  I  don't  know. 

Q.  Well,  are  you  sure  there  was  such  an  account  ?  A.  Yes ;  I 
am  so  informed. 

Q.  Have  you  any  idea  for  how  long  a  time  that  account  was 
kept?    A.  No,  sir. 

Q.  What  leads  you  to  say  that  there  was  such  an  account? 
A.  Well,  I  have  just  been  told  so  by . 

Q.  Mr.  Gray?    A.  Yes. 

Q.  Well,  we  will  have  him  presently.  Have  you  any  papers 
further  with  regard  to  this  transaction  ?    A.  The  three  calls. 

Q.  The  calls  being  on  James  H.  Hyde  and  associates  ?  A.  Yes, 
sir. 

Q.  Now,  how  much  money  did  the  Equitable  put  up  on  the 
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calls?     A.  On  the  Philadelphia,  Baltimore  &  Washington  they 
put  up  $121,200  and  on  the  Long  Island  $96,900. 

Q.  Well,  did  they  put  up  simply  for  their  $100,000  interest,  or 
for  the  whole  amount  ?    A.  The  whole  amount. 

Q.  They  put  up  all  that  was  called  on  the  $600,000?  A.  Yes, 
sir. 

Q.  Did  they  get  any  money  from  Messrs.  Hyde,  Alexander, 
Squire  and  Mclntyre  for  their  pro  rata  shares  of  the  calls?  A. 
No ;  money  is  due  the  society  from  those  four  gentlemen  for  inter- 
est for  the  time  of  carrying. 

Q.  The  Equitable  put  up  the  money,  didn't  get  any  interest, 
and  didn't  get  the  money,  of  course,  so  they  are  entitled  to  inter- 
est upon  that?    A.  Entitled  to  the  interest  back. 

Q.  Has  that  been  brought  to  their  attention?    A.  It  will,  be. 

Q.  Well,  these  calls  were  made  as  shown  by  these  letters  upon 
January  7,  1904 .    A.  I  have  combined  two  of  them. 

Q.  From  these  letters  it  would  appear  that  two  certificates  had 
been  issued  for  the  participation,  one  for  $100,000,  which  the 
Equitable  had  in  its  own  name,  one  for  $500,000  that  James  H. 
Hyde  and  associates  had  ?  A.  No ;  there  were  two  participations, 
though,  one  of  $500,000  and  one  of  $100,000,  both  in  the  name  of 
James  H.  Hyde  and  associates. 

Q.  I  see. ,  And  calls  were  made  by  two  demands?  A.  By  two 
demands. 

Q.  Corresponding  to  those  two  interests  ?    A.  Yes,  sir. 

Q.  And  when  James  H.  Hyde  and  associates  got  these  calls 
they  turned  them  over  to  the  Equitable  and  the  Equitable  paid 
the  entire  amount  of  the  calls?    A.  Yes,  sir. 

Q.  Did  the  Equitable  draw  their  checks  in  favor  of  James  H. 
Hyde  and  associates,  or  in  favor  of  the  syndicate  managers?  A. 
In  favor  of  the  syndicate  managers.  The  vouchers  in  each  case 
will  show  to  whom  the  check  was  drawn. 
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Q.  And  the  vouchers  show  they  were  drawn  to  Kuhn,  Loeb  & 
Company?    A.  Yes,  sir. 

THE  CHAIRMAN :  At  the  suggestion  of  counsel  to  the  com- 
mittee, as  he  has  a  considerable  amount  of  material  that  he  desires 
to  get  in  to-day,  the  hour  of  adjournment  will  be  extended  for 
to-night  from  4.45  to  5.00  o'clock.  Announcement  is  made  at  this 
time  so  that  any  gentlemen  who  may  have  engagements  hinging 
on  the  adjournment  at  4.45  will  be  advised. 

Q.  Now,  in  a  transaction  like  this,  where  the  Equitable  has 
paid  out  moneys  direct  to  Kuhn,  Loeb  &  Company  on  these  de- 
mands, has  it  no  record  which  enable  it,  other  than  the  voucher 
itself,  no  book  in  which  the  syndicate  transaction  is  stated?  A. 
It  appears  in  the  journal  and  later  appears  in  the  account  opened 
for  the  syndicate. 

Q.  Yes,  but  if  you  went  entirely  by  the  papers  which  you  pro- 
duced here  in  that  way,  the  vouchers,  and  did  not  have  the  checks 
for  the  profits  before  you  you  would  assume  that  the  Equitable 
had  that  entire  allotment  of  $600,000,  they  having  paid  the  calls 
and  not  having  got  any  money  back,  just  as  in  the  other  cases  you 
have  found  that  James  H.  Hyde  and  associates  turned  over  the 
entire  participation  to  the  Equitable?    A.  Yes. 

Q.  The  only  difference  is  that  in  this  case  you  find  that  these 
four  gentlemen  got  shares  of  the  profits,  which  accounts  for  five- 
sixths  of  the  total  amount  of  the  profits  relating  to  the  allotment? 
A.  Yes,  sir. 

O.  And  then  taking  that  in  the  statements  in  Mr.  Hyde's  letter 
to  the  Frick  Committee  and  the  Frick  Committee  Report,  you 
reached  the  conclusion  that  you  have  stated?    A.  Yes. 

Q.  Now,  the  next  syndicate  that  we  have  is  Imperial  Japanese 
Government  six  per  cent,  loan  syndicate.  The  managers  were 
Kuhn,  Loeb  &  Company,  and  you  stated  in  your  original  list,  Ex- 
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hibit  157,  that  the  participation  was  $750,000.  Have  you  treated 
these  syndicates  together,  or  this  that  you  are  now  giving  me, 
this  statement,  a  statement  of  what  may  be  called  the  sixes  syndi- 
cate, six  per  cent,  bond  syndicate?  A.  This  is  the  first  six  per 
cent,  bond  syndicate  in  which  there  were  two  sub-syndicates. 

Q.  In  the  first  place  there  were  three  Japanese  issues?  A. 
Three  Japanese  issues. 

O.  One  first  series  6's,  second  series  6's,  and  the  third  of  4j^  ? 
A.  Well,  this  refers  to  the  Imperial  Japanese  Government  six 
per  cent,  sterling  loan,  first  series. 

Q.  Issued  about  what  time?  A.  Syndicate  agreement  signed 
June  6,  1904. 

Q.  Now,  in  that  syndicate  you  say  there  were  two  sub-syndi- 
cates?   A.  Yes,  sir. 

Q.  What  was  the  total  participation  of  the  Equitable?  A.  In 
the  first  $750,000,  in  the  second  $450,000. 

Q.  Each  of  those  was  received  from  James  H.  Hyde  and  asso- 
ciates?   A.  Yes,  sir. 

Q.  What  was  the  total  participation  of  James  H.  Hyde  and  as- 
sociates?   A.  $2,000,000  in  the  first;  $1,200,000  in  the  second. 

Q.  The  allotments  are  stated  in  the  Frick  Report?  A.  And 
that  is  the  basis  of  my  information. 

Q.  Don't  you  find  that  in  the  books  ?  A.  We  find  the  $750,000 
in  our  books  and  the  $450,000. 

Q.  Allotted  to  the  Equitable  Life?  A.  Only  by  the  profits  re- 
ceived. There  was  no  call,  so  this  syndicate  never  appeared  on 
our  books  until  the  Equitable  received  a  check  on  January  2,  1904, 
on  the  second  sub-syndicate ;  a  check  was  received  for  $8,784,  and 
on  January  11,  1904,  as  a  profit  on  the  first  sub-syndicate  a  check 
was  received  for  $9,613.26. 

Q.  There  were  no  calls  and  hence  no  checks  given  by  the  Equi- 
table?   A.  No,  sir. 
Q.  And  the  only  entries  upon  the  books  of  the  Equitable  Life 
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Assurance  Society  are  the  entries  of  those  profits  received?  A. 
Yes,  sir. 

Q.  The  rest  of  your  information  is  derived  from  Mr.  Hyde's 
letter  embodied  in  the  Frick  report  and  the  statements  of  that  re- 
port?   A.  Yes,  sir. 

Q.  Have  you  taken  any  steps  to  ascertain  whether  the  society 
has  obtained  all  the  profits  to  which  it  is  entitled?  A.  We  have 
written  to  Messrs.  Kuhn,  Loeb  &  Company  asking  for  that  infor- 
mation. 

Q.  I  am  informed  by  counsel  that  in  the  case  of  the  Philadel- 
phia, Baltimore  &  Washington  and  Long  Island  Refunding  4's 
that  where  you  stated  that  interest  was  due  from  these  gentlemen 
who  were  interested  in  the  participation  of  the  Equitable  Life 
under  the  names  of  James  H.  Hyde  and  associates,  that,  in  fact, 
interest  on  the  amount  paid  by  the  Equitable  was  paid  by  Kuhn, 
Loeb  &  Compan}',  so  that  the  Equitable  got  back  the  amount  of 
interest?    A.  Yes,  sir;  I  see. 

Q.  And  that  the  gentlemen  who  were  interested  with  the  Equi- 
table did  not  have  to  put  up  any  money,  didn't  have  to  pay  any 
interest  and  don't  owe  any  interest?    A.  Yes,  sir. 

Q.  But  got  their  share  of  the  profits  ?    A.  Yes,  sir. 

Q.  Is  this  that  you  have  stated  with  regard  to  the  first  series-of 
Japanese  6's  all  the  information  you  have?    A.  Yes,  sir. 

MR.  HUGHES :   I  will  offer  that  statement  in  evidence. 

(Marked  Exhibit  187.) 

,Q.  Did  the  profit  on  the  Japanese  6's  go  directly  to  the  credit 
of  the  Equitable  or  to  the  credit  of  some  other  account?  A.  Oh, 
it  was  booked  on  our  regular — either  to  profit  and  loss  or  to  re- 
duce the  cost  of  the  bonds. 

Q.  Didn't  go  to  the  George  H.  Squire  account?    A.  No,  sir. 
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Q.  Or  any  other  account?    A.  No,  sir. 

Q.  And  these  moneys  were  received  from  James  H.  Hyde  and 
associates?    A.  Yes,  sir. 

Q.  Now  this  syndicate  of  Southern  Pacific  Railroad  first  re- 
funding 4's,  bond  syndicate.  Now  we  come  to  a  period,  February 
of  this  year,  when  you  find  what  to  be  the  state  of  the  case?  A. 
In  this  Southern  Pacific  Railroad  Company  first  refunding  4  per 
cent,  bond  syndicate,  managers  Kuhn,  Loeb  &  Company  and 
Speyer  &  Company,  James  H.  Hyde  and  associates  received  a 
participation  of  $2,000,000  on  the  above  syndicate  which  was 
offered  to  the  society  and  accepted  as  follows — and  here  I  state 
that  the  minutes  of  the  Executive  Committee  are  now  so  complete 
that  they  will  show  all  these  transactions  spread  in  full  on  the 
minutes. 

Q.  When  did  that  practice  begin?  A.  About  the  first  of  the 
year;  between  the  first  of  the  year  and  the  ist  of  February,  I 
think. 

Q.  So  that  now  you  can  follow  from  this  time  on  the  transac- 
tions right  in  the  record?  A.  Copied  right  in  the  official  minute 
book. 

Q.  State  what  you  find  the  fact  to  be.  A.  Accepted  as  fol- 
lows: $1,250,000  to  the  Equitable  Life,  $500,000  to  the  Equita- 
ble Trust  Company  and  $250,000  to  the  Mercantile  Trust  Com- 
pany. No  money  was  called,  and  on  March  11,  -1905,  the 
Society  received  a  profit  on  its  share  of  the  participation  of 
$31,054.68. 

Q.  That  profit  was  received  from  James  H.  Hyde  and  asso- 
ciates?    A.  Yes,  sir. 

Q.  Do  you  know  whether  anyone  but  the  Equitable  Life,  the 
Equitable  Trust  Company  and  the  Mercantile  Trust  Company 
connected  with  the  Equitable  Life  was  interested  in  any  way  in 
that  syndicate  ?     A.  We  have  written  to  so  ascertain. 

Q.  You  haven't  as  yet  ascertained?     A.  No,  sir. 


^-'SS 


Testimony  of  Henry  Rogers  Winthrop 

O.  And  so  far  as  you  know  that  is  a  coTrect  statement  of  the 
profits?     A.  I  have  it  here. 

Q.  You  have  a  statement  of  the  profits  addressed  to  James  H. 
Hyde  and  associates,  a  total  profit  of  $49,68749,  which  was 
divided  as  follows:  To  the  Equitable  Life  Assurance  Society 
$31,054.68,  to  the  Equitable  Trust  Company  $12,421.87,  to  the 
Mercantile  Trust  Company  $6,210.94?  A.  Which  adds  up  the 
total  amount.  The  original  letter,  being  addressed  to  James  H. 
Hyde  and  associates,  was  accepted,  signed  by  him,  and  we  kept 
the  copy  of  the  letter,  as  it  became  an  Equitable  transaction  direct. 

Q.  It  didn't  become  an  Equitable  transaction  direct;  he  got 
the  profits  and  divided  them  and  there  were  no  moneys  paid? 
A.  Yes,  but  we  began  then  to  keep  the  books  of  James  H.  Hyde 
and  associates. 

Q.  That  is  a  complete  statement  of  that  transaction?  A.  Yes, 
sir. 

Q.  The  next  one  is  Atchison,  Topeka  and  Santa  Fe  convertible 
4's,  J.  P.  Morgan  &  Co.  syndicate  managers.  That  is  also  a 
transaction  of  this  year  of  which  your  Society  has  the  record. 
That  was  received  through  James  H.  Hyde  and  associates?  A. 
Yes,  sir. 

Q.  And  the  total  participation  of  James  H.  Hyde  and  asso- 
ciates was  how  much?     A.  $750,000. 

Q.  How  much  of  it  was  made  over  to  the  Society?  A.  The 
entire  amount. 

Q.  Was  any  money  put  up?     A.  No,  sir. 

Q.  And  the  Society  got  a  profit  of  $12,037.57.  Have  you 
taken  steps  to  ascertain  whether  that  was  accurate?  A.  We  have 
a  letter. 

Q.  The  syndicate  manager's  letter?  A.  Yes.  We  ought  to 
have  that.     We  have  got  here  the  letter  showing  that  is . 

Q.  You  have  here  a  letter  addressed  to  James  H.  Hyde  and 
associates,  under  date  of  January  30,   1905,  giving  the  partici- 
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pation?     A.  Yes,  sir.     We  have  here  the  letter  which  was  re- 
ceived with  the  check,  showing  it  is  the  entire  amount. 

Q.  At  present  do  you  know  whether  any  persons  connected 
with  the  Equitable  Life  had  any  interest  in  that  syndicate?  A. 
We  have  written  to  so  ascertain. 

Q.  The  next  syndicate  is  United  States  of  Mexico  4  per  cent, 
gold  bonds.  Just  state  the  facts  briefly.  Have  you  a  duplicate? 
A.  Here  is  the  original,  Mr.  Hughes.  The  managers  of  this 
syndicate  were  Speyer  &  Co.  James  H.  Hyde  and  associates 
had  a  participation ;  amount  is  unknown ;  in  the  original  pur- 
chase syndicate  and  also  a  participation  in  the  second  syndicate 
known  as  the  United  States  of  Mexico  40,000,000  4  per  cent, 
bonds,  the  1904  syndicate.  The  Society  received  the  entire  par- 
ticipation of  James  H.  Hyde  and  associates. 

Q.  What  date  was  that?  A.  Why,  they  received  it  when  the 
checks  came  in  from  Speyer  &  Co. 

Q.  When  was  that?  A.  The  checks — about  April  12,  1905. 
James  H.  Hyde  wrote  letters  to  the  Society  enclosing  checks. 

Q.  For  those  amounts?     A.  For  those  amounts. 

Q.  And  those  you  are  informed  are  the  entire  profits?  A. 
Yes,  sir. 

Q.  Were  those  checks  of  James  H.  Hyde  and  associates?  A. 
No,  sir;   Speyer  &  Co.'s  checks. 

Q.  Were  turned   over   directly?     A.  Directly. 

Q.  Endorsed  over?     A.  Yes,  sir. 

Q.  Did  you  get  the  check  books  of  James  H.  Hyde  and  asso- 
ciates when A.  No,  sir. 

Q.  — the  change  in  the  manner  of  keeping  the  accounts  took 
place?     A.  No,  sir. 

Q.  Did  you  ever  ask  for  them?     A.  No,  sir. 

Q.  Do  you  know  where  they  are?     A.  No,   sir. 

Q.  The  next  is  Imperial  Japanese  Government  41/2  per  cent, 
loan  syndicate.     Are  you  prepared  to  say  that  the  Equitable  was 
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not  interested  in  the  second  series  Japanese  syndicate,  the  sec- 
ond series  of  6's?  A.  Have  you  got  the  Frick  report?  If  I  look 
at  that  I  can  tell  you  in  a  minute.  (Witness  refers  to  Frick 
report.)     It  doesn't  appear  on  our  books. 

Q.  As  far  as  you  know  the  Equitable  itself  had  no  participa- 
tion in  that,  although  it  appears  in  the  Frick  report  some  of  its 
officers  had?     A.  Yes. 

Q.  And  the  Equitable  was  a  purchaser  of  bonds?  A.  Yes, 
sir. 

Q.  Now,  the  next  syndicate  in  which  the  Equitable  itself  had 
a  participation  was  the  Imperial  Japanese  41/2-  Loan,  managers 
Kuhn,  Loeb  &  Co.?     A.  Yes,  sir. 

Q.  State  the  facts  of  that,  please?  A.  The  Society  received 
a  participation  direct  on  March  23d  of  800,000  pounds  in  the 
above-named  syndicate  and  allotted  in  that  participation  160,000 
pounds'  to  the  Equitable  Trust  Company  and  80,000  pounds  to 
the  Mercantile  Trust  Company,  all  of  which  appears  on  the 
Executive  Committee  records.  Here  is  Kuhn,  Loeb  &  Co.'s 
letter  to  us. 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Marked  Exhibit  188  and  read  by  Mr.  Hughes.) 

Q.  Now,  what  reply  was  made  to  that  letter  (letter  produced 
by"  the  witness). 

MR.  HUGHES :  I  ofi'er  the  reply  in  evidence. 

(Marked  Exhibit  189  and  read  .by  Mr.  Hughes.) 

Q.  Now,  the  acceptance  of  that  offer  was  authorized  by  the 
Executive  Committee?    A.  Yes,  sir. 


1158 


Testimony  of  Henry  Rogers  JVinthrop 

Q.  And  appears  upon  your  minutes  supporting  your  action 
upon  such  acceptance  ?    A.  Yes,  sir.    We  then  notified 

Q.  What  did  you  do  then  ?  A.  We  then  notified  the  Mercantile 
and  the  Equitable  Trust  companies  of  their  allotments. 

Q.  And  these  are  their  notifications?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  them  in  evidence. 
(Marked  Exhibits  190  and  191.) 

THE  WITNESS:  We  also  notified  the  Security  Department 
giving  them  a  copy  of  the  Executive  Committee  resolution. 

MR.  HUGHES  :     The  transfer  of  the  allotments  follows : 

A.  To  which  those  replies  were  received  (handing  papers). 

Q.  And  replies  were  received  in  each  case  under  date  of  April 
24,  1905,  respectively  from  the  Mercantile  Trust  Company  and 
the  Equitable  Trust  Company,  accepting  those  allotments?  A. 
Yes. 

Q.  What  authorization  had  you  for  giving  to  those  companies 
such  part  of  the  Equitable  participation?  (jMinute  book  pro- 
duced by  witness.)  At  a  meeting  of  the  Committee  held  on 
April  7,  1905,  present  Messrs.  Snyder,  Deming,  Krech,  Frick, 
the  President,  Vice-President,  Second  Vice-President,  Third 
Vice-President,  Fourth  Vice-President,  Comptroller  and  Secre- 
tary of  the  Committee,  on  the  Committee  being  notified  that 
Messrs.  Kuhn,  Loeb  &  Co.  had  advised  the  Society  that  they 
had  allotted  to  them  500,000  pounds  Japanese  41/21  Sterling  loan, 
due  February,  1925,  instead  of  1,000,000  pounds.  In  behalf  of 
the  Society  the  Equitable  Trust  Company  and  the  Mercantile 
Trust  Company  have  subscribed  for,  it  was  on  motion  resolved 
that  the  same  be  accepted,  370,000  pounds  of  the  same  for  the 
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account  of  the  Society,  100,000  pounds  to  the  account  of  the 
Equitable  Trust  Company,  and  50,000  pounds  for  the  account 
of  the  Mercantile  Trust  Company,  and  further  that  the  Society 
should  take  advantage  of  the  privilege  of  paying  for  the  same 
in  full  on  April  25th,  thereby  getting  the  benefit  of  the  deduction 
in  price  of  98  for  each  100  pounds'  bond  allotted.  I  am  now 
informed  that  that  relates  to  the  public  subscription. 

O.  Well,  that  which  you  have  just  read  is  the  sole  authoriza- 
tion for  the  giving  to  the  Mercantile  Trust  Company  and  the 
Equitable  Trust  Company  shares  in  the  Equitable's  participa- 
tion which  it  had  accepted?  A.  I  am  positive  that  that  was 
passed  at  the  meeting,  and  I  can  produce  the  memorandum 
minutes  from  which  these  were  written,  to  prove  it. 

Q.  But  you  know  it  was  authorized  at  the  meeting  at  which 
those  gentlemen  were  present.  What  was  the  date  of  it  ?  A.  No, 
it  may  have  been  authorized  at  the  previous  meeting. 

O.  Give  me  the  exact  facts  as  to  who  were  present.  A.  Yes. 
O.  Were  any  calls  made  upon  the  subscribers?  A.  No,  sir. 
Q.  So  that  the  Equitable  received  the  800,000  pounds  parti- 
cipation, accepted  it  and  gave  these  participations  O'f  80,000 
pounds  and  160,000  pounds  respectively  to^  the  two  Trust  Com- 
panies, put  up  no  money  upon  account  of  the  subscription  and 
subsequently  got  a  profit  ?     A.  Yes. 

O.  The  profit  was  paid  over  to  the  Equitable  Society,  being 
for  $100,616.20,  was  it  not?     A.  Yes. 

Q.  That  was  a  check  from  Kuhn,  Loeb  &  Co.  to  the  Equitable 
Society?     A.  Yes. 

Q.  Then  the  Equitable  Society  kept  $70,431.34  as  its  part  of 
the  profits  and  divided  the  residue  between  the  Equitable  Trust 
Company  and  the  Mercantile  Trust  Company  as  their  shares 
upon  the  allotments  which  had  been  given  to  them?  A.  Yes, 
sir ;  on  June  5th. 

Q.  Is  that  right?     A.  Yes. 
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Q.  Now,  then,  when  those  bonds  were  offered  by  Kuhn,  Loeb 
&  Co.  to  the  public,  the  Equitable  Life  Assurance  Society — I  am 
now  speaking  of  the  foreign  one-half  Japanese  bonds — became 
purchasers  of  them?  A.  Yes.  They  are  on  the  record  before 
that  authorization  of  the  division. 

Q.  If  you  will  read  it,  read  it  now.  A.  "The  committee  met  on 
June  5,  1905.  Present,  Messrs.  Depew,  Snyder,  Deming,  Krech,  the 
President,  Vice-President,  Third  Vice-President,  Fourth  Vice- 
President,  Comptroller,  and  Secretary  of  Committee.  A  letter 
dated  May  31,  1905,  from  Messrs.  Kuhn,  Loeb  &  Company  to  the 
society,  enclosing  check  for  $100,616.20,  being  final  payment  of 
the  society's  interest  in  their  proportion  of  the  profits  realized  in 
the  Imperial  Japanese  Government  4^  per  cent.  Sterling  Loan 
syndicate,  was  read,  and  it  was  on  motion  resolved  that  the  same 
be  accepted  and  distributed  as  follows :  $70,431.34  to  be  placed  to 
the  profit  and  loss  account  of  the  Equitable  Life  Assurance  So- 
ciety, being  their  profit  in  their  participation  of  560,000  pounds. 
$20,123.24  to  be  paid  to  the  Equitable  Trust  Company  on  account 
of  their  participation  of  160,000  pounds.  $10,061.62  to  be  paid 
to  the  Mercantile  Trust  Company  on  account  of  their  participa- 
tion of  80,000  pounds." 

Q.  Now  that  is  not  the  authorization  of  the  original  allotment 
to  the  Equitable  and  Mercantile  Trust  Companies  of  the  portion 
allotted  to  them  respectively  of  the  Equitable  share  in  the  syndi- 
cate, but  in  the  arrangement  or  authorization  of  the  division  of 
the  profits  derived  from  that  syndicate.  When  you  find  the  other 
we  will  put  it  on  the  record.  In  the  meantime,  let  me  ask  you  if 
the  Equitable  Life  Assurance  Society  when  these  Japanese  4^ 
per  cent,  bonds  were  put  upon  the  market  by  the  managers  of  the 
syndicate,  did  not  become  purchasers  of  those  bonds  to  a  large  ex- 
tent? A.  I  believe  we  did,  but  I  think  that  the  bonds  we  pur- 
chased— I  would  like  to  look  this  up  to  be  sure — that  we  pur- 
chased bonds  and  that  we  gave  a  portion  of  our  purchase  to  the 
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two  trust  companies  in  proportion  to  the  syndicate  participation 
also  allotted  to  them. 

Q.  If  you  did  that  I  should  like  to  have  the  fact  appear.  What 
I  note  here  on  your  list  of  purchases  is  this  under  date  of  March 
29,  1905 :  Imperial  Japanese  Government  4^  per  cent,  250,000, 
amount  paid  $250,000  to  Kuhn,  Loeb  &  Company?    A.  Yes. 

Q.  And  further,  on  April  25,  1905,  Imperial  Japanese  Govern- 
ment 41^,  due  1925,  $2,500,000  par  at  $2,184,375  from  Kuhn, 
Loeb  &  Company?    A.  That  is  correct. 

Q.  I  find  in  your  list  of  sales  of  securities  for  1905  a  statement 
as  follows:  April  25,  Imperial  Japanese  4j4,  1925,  $250,000,  sold 
at  par  to  Kuhn,  Loeb  &  Company.  A.  Those  are  not  the  same 
bonds. 

Q.  I  don't  understand  that.  They  are  the  same  bonds.  A. 
That  is  the  first  payment  on  the  bonds. 

Q.  I  thought  there  were  ho  payments  on  the  syndicate?  A. 
Not  on  the  syndicate,  but  on  the  bonds  subscribed  for. 

Q.  Well,  how  many  bonds  did  you  subscribe  for,  that  is  the 
matter  you  referred  to  a  minute  ago  ?  A.  Yes,  sir  ;  we  subscribed 
for  1,000,000  pounds,  and  we  only  received  instead  500,000. 

Q.  When  did  you  subscribe  1,000,000  pounds  of  those  bonds? 
A.  It  was  authorized  on  April  loth. 

Q.  Well,  that  was  about  the  time  that  you  got  your  allotment 
in  the  syndicate?     A.  Yes,  sir. 

Q.  And  that  was  a  subscription  to  take  the  bonds  upon  the 
public  offer?    A.  Yes,  sir. 

Q.  And  how  many  did  you  take  as  a  matter  of  fact?  A.  We 
took  direct  from  Kuhn,  Loeb  &  Company  500,000  pounds  and  of 
that  500,000  pounds  we  gave  100,000  pounds  to  the  Equitable 
Trust  Company  and  50,000  pounds  to  the  Mercantile  Trust  Com- 
pany in  the  same  proportion  as  their  syndicate  participation. 

Q.  But  you  retained  for  yourself A.  350,000  pounds. 

Q.  Then    you    proceeded    to    sell  those  that  you  retained  very 
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quickly,  did  you  not,  in  June,  1905  ?  A.  We  sold  them  as  soon 
as  we  got  a  profit  on  them.    Sold  $1,000,000  par  for  $889,716. 

Q.  And  then  on  June  13th  you  sold  $750,000  for  $667,389? 
A.  Yes,  both  to  the  firm  of  Alexander  Thomas  &  Davis. 

Q.  And  those  were  in  the  market?    A.  Yes. 

Q.  That  was  practically  all  that  you  had,  that  you  had  kept? 
A.  Yes,  I  don't  think  that  we  have  any  of  those  now.  We  took 
our  profits. 

Q.  By  buying  them  and  selling  them?    A.  Yes. 

Q.  Do  you  know  what  the  Equitable  Trust  Company  and  Mer- 
cantile Trust  Company  did  ?    A.  Whether  they  sold  them  or  not  ? 

Q.  Yes.  A.  I  do  not.    I  can  find  out. 

Q.  And  you  made  a  profit  by  the  transaction?    A.  Yes. 

Q,  Now,  is  there  anything  else  you  can  tell  me  about  that  syn- 
dicate, have  I  seen  all  the  papers  that  you  have  relating  to  it? 
A.  I  think  so. 

Q.  The  next  syndicate  is  Pennsylvania  Railroad  Z/^'s  converti- 
ble bonds  syndicate.  Managers,  J.  P.  Morgan  &  Company  and 
Kuhn,  Loeb  &  Company.  Did  you  get  the  allotment  direct  from 
the  syndicate  managers?  A.  Let  me  have  that  minute  book,  the 
last  one.    We  got  those  direct. 

Q.  Did  James  H.  Hyde  and  associates  have  anything  to  do 
with  it  ?    A.  No,  sir. 

Q.  Did  any  individual  or  any  officer  connected  with  the  Equi- 
table Life  have  anything  to  do  with  that  syndicate  or  participate 
in  it  ?    A.  We  have  written  to  ascertain  that  fact. 

Q.  You  don't  know  that  they  had?    A.  No,  sir. 

Q.  Did  you  put  up  money  on  call  ?  A.  This  is  an  open  syndi- 
cate and  we  put  up — we  have  not  prepared  one  of  these  new 
sheets — this  shows  everything. 

Q.  You  put  up  $2,741,500?    A.  Yes. 

Q.  Some  of  which  you  have  got  back?  A.  Some,  at  various 
times. 
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Q.  And  it  is  not  closed?    A.  It  is  still  open. 

Q.  You  have  referred  to  an  account  of  George  H.  Squire, 
trustee?     A.  Yes. 

O.  Have  you  any  book  in  the  possession  of  the  Equitable  Life 
Assurance  Society  showing  the  transactions  carried  on  under  that 
name  or  in  that  account?  A.  We  have  found  a  copy  book  of  what 
appears  to  be  an  account — what  appears  to  be  a  statement  of  this 
account. 

Q.  Is  this  the  book  (indicating)  ?    A.  Yes,  sir. 

MR.  HUGHES  :  I  ask  to  have  that  marked  for  identification. 

(Marked  Exhibit  192  for  identification). 

Q.  In  whose  custody  was  this  book  ?    A.  Mr.  Squire's. 

Q.  Well,  you  found  it  in  your  office  ?  A.  It  was  left  among  a 
lot  of  papers  and  memoranda  which  we  found. 

Q.  This  is  a  debit  and  credit  with  entries  to  the  credit  of  the 
account  purporting  to  be  the  proceeds  of  various  securities  and  of 
interest  in  syndicates  et  al.  ?    A.  Yes,  sir. 

Q.  Then  there  are  certain  debits  or  drafts.  Do  you  understand 
that  this  is  a  statement  of  the  George  H.  Squire,  trustee  account? 
A.  I  so  believe  it  to  be. 

Q.  This  account  appears  to  have  begun  on  April  11,  1900,  and 
the  first  item  I  find  to  the  credit  is  "Proceeds  of  $7,000  R  &  T  6's 
at  73  less  %  per  cent  commission.  What  are  R  &  T  6's  ?  A.  Rope 
and  Twine. 

Q.  Does  the  Equitable  Life  Assurance  Society  own  any  Rope 
and  Twine?    A.  No,  sir. 

Q.  Did  it  ever  get  any  Rope  and  Twine  as  bonuses  in  any  way 
that  you  know  of?    A.  Not  that  I  know  of. 

Q.  Do  the  records  of  the  Equitable  show  that  it  ever  had  any 
dealings  in  Rope  and  Twine  ?  A.  Not  so  far  as  I  have  been  able 
to  ascertain. 

Q.  That  is  in  the  securities  known  as  Rope  and  Twine?  A. 
No,  sir. 
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Q.  What  are  these  proceeds  of  Rope  and  Twine  on  and  also 
below  shares  and  income?  A.  They  are  evidently  the  securities 
which  were  held  for  the  account  of  George  H.  Squire,  trustee. 

Q.  Do  you  know  where  he  got  them?    A.  No,  sir. 

Q.  Now,  after  two  entries  of  proceeds  of  Rope  and  Twine 
under  date  of  April  i6th,  we  find  accrued  interest  on  script.  Do 
you  know  what  that  is  ?  A.  No,  sir,  unless  it  refers  to  Rope  and 
Twine  script  or  something  of  that  kind. 

Q.  Then,  after  a  number  of  entries  relating'  to  shares  of  Rope 
and  Twine  and  proceeds  and  income  we  find  September  ii,  1900, 
proceeds  of  profit  Audit  Company.  Does  the  Equitable  Life 
Assurance  Company  have  any  Audit  Company  stock?  A.  I  be- 
lieve not. 

Q.  Who  kept  this  book    A.  Henry  Greaves. 

MR.  HUGHES:  Please  step  aside,  Mr.  Winthrop,  and  Mr. 
Greaves  take  the  stand. 

HENRY  GREAVES,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Where  do  you  reside,  Mr.  Greaves?  A.  Brooklyn,  New 
York. 

Q.  What  is  your  occupation?    A.  Clerk  in  the  Equitable  Life. 

Q.  How  long  have  you  been  there  ?  About  eleven  years  and  a 
half. 

Q.  In  what  department  have  you  been  since  the  beginning  of 
1900?     A.  Finance  Department. 

Q.  Under  whose  supervision  were  you  prior  to  the  ist  of 
January  of  this  year?  A.  Mr.  George  H.  Squire  nearly  all  the 
time. 
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Q.  And  his  office  during  that  period  was  what?  A.  Known 
as  the  Finance  Department. 

Q.  What  work  did  you  do  in  that  department  under  him?  A.  I 
kept  track  of  offers  of  securities  made  to  the  Society — in  fact,  at 
first  I  was  his  only  clerk  and  stenographer  and  did  everything. 

Q.  For  how  long  a  time  was  that,  for  what  period  ?    A.  I  think 

from  about  the  latter  part  of  1899  to  the .    I  don't  think  it  was 

quite  a  year.  I  went  away  on  my  vacation  the  following  summer, 
and  when  I  came  back  they  had  a  stenographer. 

Q.  Then  what  did  you  do  ?  A.  Then  I  kept  track  of  all  offers 
and  bids  made  to  the  Society  on  securities  purchased  in  a  memor- 
andum book  which  we  kept  in  our  office,  so  in  looking  up  the  facts 
to  put  before  the  Committee  we  would  be  able  to  get  them  without 
having*  to  go  down  to  the  regular  books  of  the  Society. 

Q.  You  refer  now  to  what  Committee?  A.  The  Executive 
Committee. 

Q.  I  show  you  this  book  which  has  been  produced  marked  Ex- 
hibit 192  for  identification  and  to  the  heading,  George  H.  Squire, 
trustee  and  the  accounts  kept  thereunder.  Is  that  your  hand- 
writing?   A.    Yes,  sir. 

Q.  At  whose  direction  did  you  make  the  entries  therein?  A. 
George  H.   Squire. 

Q.  From  what  data  did  you  get  the  matters  you  entered 
therein  ?  Take  the  debits,  for  example ;  where  did  you  get  the 
information  that  you  entered  in  the  book?  A.  That  was  from 
Mr.  George  H.  Squire. 

Q.  In  writing  or  orally?  A.  Orally.  I  do  not  think  that  I 
have  any  documents  showing  that. 

Q.  I  call  3'our  attention  to  this  credit  entry  under  the  head  of 
George  H.  Squire,  trustee,  beginning  with  April  11,  1900.  Do 
those  credits  correspond  to  deposits  made  to  the  credit  of  that 
account  ? 

(Witness  produces  book.) 


1166 


Testimony  of  Henry  Greaves 

O.  What  book  is  this  you  produce?  A.  It  is  the  deposit — a 
book  used  in  the  American  Deposit  &  Loan  Company  showing  de- 
posits made  and  withdrawn. 

Q.  Is  that  the  bank  book  of  George  H.  Squire,  trustee  ?  A.  It 
is  one  of  them. 

MR.  HUGHES :  Mark  that  for  identification. 
(Book  marked  Exhibit  193  for  identification.) 

Q.  And  this  bank  book,  Exhibit  193  for  identification,  opens 
with  a  credit  under  date  of  October  27,  1900,  to  George  H.  Squire, 
trustee,  in  his  account  with  the  American  Deposit  &  Loan  Com- 
pany of  $36,030.98.  Do  you  know  from  what  that  deposit  was 
derived  ?  A.  Well,  I  think  that  I  have  the  different  items  entered 
in  this  book  showing  it,  but  it  is  not  footed,  but  I  think  that  I 
can  probably  find  it. 

Q.  Prior  to  October  27,  1900,  was  there  an  account  kept  any- 
where in  the  name  of  George  H.  Squire,  trustee?  A.  Not  that 
I  know  of. 

Q.  Where  were  these  moneys  that  I  referred  to  under  earlier 
date  in  this  Exhibit  192  for  identification  deposited?  A.  I  think 
they  were  all — the  checks  I  know  in  nearly  every  case  were  given 
to  Mr.  Jordan,  the  comptroller,  and  presumably  he  held  them  until 
he  got  a  sufficient  amount  and'  from  the  passbook,  I  think,  when 
he  got  this  first  amount  he  deposited  it  all  in  one  lump  sum. 

Q.  You  mean  that  Mr.  Jordan  held  these  checks  which  were  re- 
ceived from  April  nth  to  October  27th,  inclusive,  without  de- 
positing them  anywhere  ?    A.  That  I  don't  know. 

Q.  That  is  what  you  meant  when  you  made  the  statement  a 
moment  ago  ?  A.  Well,  I  meant  before  he  deposited  them  to  the 
George  H.  Squire,  trustee,  account. 
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Q.  If  he  deposited  them  anywhere  else  he  would  have  had  to 
draw  a  check  against  them  for  this  amoimt  ?    A.  Probably. 

Q.  So,  did  you  mean  a  moment  ago  to  imply  that  he  kept  the 
checks  themselves  without  depositing  them  anywhere  or  that  he 
deposited  them  somewhere  and  then  drew  a  check  for  the  total 
to  the  order  of  George  H.  Squire,  trustee,  account,  when  this  ac- 
count was  opened?    A.  Either  one  of  those. 

Q.  Do  you  know  which  one  was  done  ?    A.  I  do  not. 

Q.  Did  you  have  anything  to  do  with  the  actual  making  of 
those  deposits  by  Mr.  Jordan  or  Mr.  Squire?  A.  No,  sir,  all  I 
did  was  to  receive  the  checks  and  then  on  a  voucher,  as  I  would 
get  the  voucher,  I  would  write  "Check  given  to  Mr.  Jordan,  such 
and  such  a  date,"  with  my  initials. 

Q.  Let  me  see  some.  You  produce  a  voucher  under  date  of 
April  ir,  1900,  to  George  H.  Squire,  Esq.,  by  Williamson  & 
Squire,  Johnson  Building,  30  Broad  Street,  7,000  Rope  &  Twine 
6's  at  7334>  $5,121.25.  That  is  the  way  in  which  the  voucher  came 
to  you?    A.  Yes. 

Q.  And  it  came  to  you  with  a  check  from  Williamson  &  Squire 
for  that  amount?  A.  When  I  say  it  came  to  me,  it  came,  of 
course,  to  Mr.  Squire. 

Q.  Yes,  of  course,  it  came  to  the  oifice.  It  came  to  you  from 
Mr.  Squire  with  a  check  from  Williamson  &  Squire  for  that 
amount?    A.  Yes. 

Q.  And  the  check  was  drawn  to  whose  order,  do  you  remem- 
ber ?  A.  I  do  not.  Presumably  George  H.  Squire,  following  the 
bill. 

Q.  Who  were  Williamson  &  Squire?    A.  Stock  brokers. 

Q.  Is  Mr.  Squire  of  Williamson  &  Squire  a  relation  of  George 
H.  Squire?     A.  A  son. 
Q.  What  is  his  name?    A.  George  H.  Squire,  Jr. 
Q.  What  Williamson  is  this  ?    A.  I  don't  know  any  particulars 
about  Williamson,  except  that  he  is  a  partner. 
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Q.  Is  he  a  relative  of  Mr.  C.  F.  Williamson,  formerly  con- 
nected with  the  Equitable  Life?  A.  Oh,  not  that  I  know  of;  I 
don't  know  if  he  is. 

Q.  Whose  handwriting  is  that  voucher?  A.  That  is  probably 
someone  in  Williamson  &  Squire's  office. 

Q.  When  you  would  get  this  voucher  and  that  check  would 
Mr.  Squire  endorse  it?     A.  Very  probably. 

Q.  In  blank  or  in  full  ?     A.  I  really  could  not  say  as  to  that. 

Q.  But  it  was  endorsed  in  such  a  way  that  Mr.  Jordan  could 
get  the  money,  becatise  you  handed  the  check  to  Mr.  Jordan? 
A.  Mr.  Jordan.  It  may  have  been  endorsed  for  deposit  to  George 
H.  Squire,  Trustee  Account,  so  far  as  I  know. 

Q.  Well,  it  was  not  opened  at  this  time.  We  are  now  in  April, 
several  months  before  the  Squire,  trustee,  account  was  opened. 
A.  Before  it  was  opened  in  the  bank  and  my  books  show  it  was 
opened  at  this  time. 

Q.  You  had  no  bank  account  at  that  time?     A.  No. 

Q.  So  that  it  was  given  to  Mr.  Jordan  in  such  a  way  that  he 
could  get  the  money,  of  course,  the  checks  were  endorsed?  A. 
Yes. 

Q.  At  any  rate,  you  gave  the  check  to  Mr.  Jordan  and  made  a 
memorandum  to  that  effect  ?    A.  Yes. 

Q.  And  you  entered  the  fact  of  that  receipt  in  this  book.  A. 
Yes. 

Q.  What  did  you  do  about  those  Rope  &  Twine  transactions, 
which  seem  to  have  run  over  a  considerable  period?  A.  At  that 
time  I  knew  nothing  at  all  about  it. 

Q.  Haven't  you  learned  anything  since  about  it?  A.  Within 
the  last  week  or  so  our  accountants  hired  by  the  Equitable,  now 
going  over  our  affairs — I  saw  their  memorandum  and  it  appears 
to  have  been  at  one  time  a  collateral  to  a  loan  made  to  Mr.  John 
E.  Searles,  and  as  far  as  I  was  able  to  judge,  what  I  learned  from 
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the  accountant,  that  loan  went  through  our  books  as  a  loan,  I  be- 
lieve, and  it  showed  a  loss  and  altogether  charged  off  our  books. 

Q.  Let  me  see.  You  mean  it  was  collateral  to  a  loan  which  the 
Equitable  had  made  to  Mr.  Searles  ?    A.  Yes. 

Q.  Then  this  is  the  $50,000  loan  to  Mr.  Searles  ?  A.  I  really 
don't  know  the  amount. 

Q.  Well,  perhaps  I  can  refresh  your  memory.  Was  that  loan 
to  Mr.  Searles  a  loan  by  the  Equitable  or  by  the  Mercantile 
Trust  Company  ?    A.  I  don't  know,  sir. 

Q.  I  find  in  a  statement  by  Mr.  Paul  Morton,  president  of  the 
Equitable,  to  the  Board  of  Directors,  under  date  of  September  15, 
1905,  a  statement  as  follows : 

"In  addition  to  the  different  loans  which  I  brought  to  your  at- 
tention at  the  last  meeting  of  the  Board,  I  find  that  in  1897  the 
society  made  a  loan  to  John  E.  Searles  which  had,  June  2,  1899, 
amounted  to  $340,000.  The  total  amount  has  been  reduced  to 
$86,488.  The  collateral  held  is  without  value,  and  Mr.  Searles 
has  been  through  bankruptcy,  which  makes  it  necessary  to  charge 
off  the  amount.  I  do  not  see  why  this  has  not  been  done  before, 
unless  it  is  with  the  idea  that  ultimately  Mr.  Searles  would  be  in 
a  position  to  make  the  amount  good."  Now,  Mr.  Winthrop  tells 
me  just  now  that  that  is  not  the  same  loan  that  you  referred  to  a 
moment  ago  and  it  is  a  different  matter,  but  you  are  familiar 
enough  with  the  transaction  and  know  that  there  was  a  loan  to  Mr. 
Searles,  and  was  collateral  up  against  that  loan?  A.  I  so  under- 
stood. 

Q.  And  this  collateral,  the  loan  not  being  paid,  was  sold  out 
through  Messrs.  Williamson  &  Squire,  and  that  these  moneys  that 
came — that  were  placed  in  this  book.  Exhibit  192,  to  the  credit 
of  George  H.  Squire,  trustee,  and  that  were  subsequently  banked 
with  the  American  Deposit  &  Loan  Company,  to  the  credit  of 
George  H.  Squire  as  trustee,  were  moneys  derived  from  the  sale 
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of  that  collateral  ?  A.  Of  course,  part  of  them.  Where  it  refers 
to  Standard  Rope  &  Twine. 

Q.  Exactly.  There  are  a  large  number  of  items  here,  pro- 
ceeds of  bonds,  shares  and  apparently  income  bonds  of  Rope  and 
Twine.  A.  Of  course,  that  depends  upon — if  I  understand  the 
accountant  correctly 

Q.  Well,  that  is  your  understanding?  A.  That  is  my  under- 
standing. 

Q.  From  the  best  information  you  can  get?     A.  Yes. 

Q.  Now,  at  the  time  when  these  moneys  came  in,  what  did 
Mr.  Squire  tell  you  as  to  what  they,  were?  A.  Absolutely 
nothing. 

Q.  Simply  told  you  to  enter  what  they  were  in  this  book? 
A.  Yes,  sir. 

Q.  And  to  give  the  check  to  Mr.  Jordan?     A.  Yes,  sir. 

Q.  Subsequently  when  this  account  was  opened  in  the  Amer- 
can  Deposit  &  Loan  Company,  did  you  attend  to  it  for  them, 
did  you  open  the  account?     A.  No. 

Q.  Do  you  know  who  did  ?  A.  As  I  have  always  understood — I 
may  have  made  some  deposits,  but  I  don't  remember  whether  I 
ever  did  or  not,  but  the  check  book  to  this  account  was  kept  by  Mr. 
Jordan.  I  think  at  any  rate  for  a  long  while  he  kept  the  pass- 
book, Mr.  Jordan  personally.  All  I  had  was  just  that  book  in 
which  I  kept  a  memorandum  as  things  happened  that  they  re- 
ported to  me. 

Q.  Now,  you  are  sufiSciently  acquainted  with  the  matter  to 
know  that  the  item  with  which  the  account  of  George  H.  Squire, 
Trustee,  in  the  American  Deposit  &  Loan  Company,  opened,  to 
wit,  $36,030.98,  was  from  proceeds  of  the  securities  mentioned 
in  this  book,  192  for  identification,  and  for  the  most  part  de- 
rived from  those  collaterals  on  the  sales  loan?    A.  Yes. 

Q.  What  was  the  Audit  Company's  stock,  for  which,  under 
date  of  September  11,  1900,  it  appears  that  $1,730.50  was  re- 
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ceived?     A.  I  don't  appear  to  have  any  voucher  in  regard  to 
that. 

Q.  Does  what  you  have  said  in  regard  to  the  Rope  &  Twine 
Company's  stock  apply  to  that  Audit  Company  stock;  was  that 
also  collateral,  according  to  your  information?  A.  I  don't  think 
so,  if  I  remember  correctly.  As  I  said,  I  only  had  a  few  minutes 
talk  with  the  accountant  on  this.  I  think  it  had  something  to  do 
with  the  account  known  as  the  Marcellus  Hartley  account. 

Q.  What  was  that  account  ?  A.  I  don't  know  what  the  account 
was. 

Q.  Where  was  it  kept?  A.  I  think  it  was  kept  in  the  Mer- 
cantile Trust  Company. 

Q.  Have  you  any  datum  with  reference  to  that?  A.  There 
is  something  in  relation  to  that,  that  shows  something  else. 

Q.  My  attention  is  called  to  the  fact  that  in  this  book  of  yours, 
Exhibit  192  for  Identification,  under  date  of  April  2d,  the  ac- 
count of  George  H.  Squire,  Trustee,  is  credited  by  amount  re- 
ceived from  the  Mercantile  Trust  Company,  being  balance  of 
M.  H.  Trustee  account,  $55,631.13.  -That  is  your  handwriting? 
A.  Yes,  sir. 

Q.  Does  that  mean  that  the  account  previously  kept  with  Mar- 
cellus Hartley,  Trustee,  was  then  closed,  and  the  balance  trans- 
ferred to  the  credit  of  George  H.  Squire,  Trustee?  A.  That  I 
should  think  it  did,  although  I  was  not  told. 

Q.  That  M.  H.  stands  for  Marcellus  Hartley?    A.  Yes. 

O.  Now,  this  letter  that  you  give  me,  under  date  of  April  i, 
igo2,  I  will  offer  in  evidence. 

(Paper  marked  Exhibit  194.) 

MR.  HUGHES  reads  Exhibit  No.  194. 

Q.  There  was  then,  a  loan  of  M.  Hartley,  Trustee,  and  there 
was  collateral  to  that  loan,  $223,000  Third  Avenue  4%  bonds. 
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and  that  loan  was  apparently  with  the  Mercantile  Trust  Com- 
pany?    A.  Yes,  sir. 

Q.  And  the  Equitable  Life  Assurance  Society  received  from 
the  Mercantile  Trust  Company  checks  aggregating  $55,631.13, 
which  were  endorsed  to  George  H.  Squire,  Trustee,  and  handed 
to  George  H.  Squire  as  Financial  Manager  of  the  Equitable 
Life?     A.  Yes,   sir. 

Q.  And  when  George  H.  Squire,  as  Financial  Manager  of  the 
Equitable  Life,  got  that  amount  of  money  he  instructed  you  to 
make  an  entry  in  the  George  H.  Squire,  Trustee,  account  that 
that  was  to  credit  balance  of  the  M.  H.  Trustee  account,  and 
then  the  $55,631.13  was  deposited  on  the  same  date,  April  2,  1901, 
to  the  credit  of  George  H.  Squire,  Trustee,  in  his  account  with 
the  American  Deposit  &  Loan  Company?    A.  Yes. 

Q.  Now,  to  come  back  to  the  point  from  which  we  diverged, 
that  Audit  Company  stock  you  think  had  something  to  do  with 
that?     A.  I  think  so. 

Q.  What  makes  you  draw  that  conclusion?  A.  In  talking  to 
the  accountants  I  think  they  told  me  that.  I  am  not  positive  on 
that  statement,  because  as  I  say  I  only  had  a  few  minutes  with 
them,  but  I  told  them  I  really  did  not  know  where  those  things 
came  from  at  all,  and  they  said  they  had  been  ferreting  it 
out. 

Q.  Here  is  another  item,  on  this  same  page,  just  before  the 
account  with  the  American  Deposit  &  Loan  Company  was 
opened  under  date  of  October  17,  1900.  I  am  referring  now  to 
your  account  book,  Exhibit  192  for  Identification,  to  wit,  pro- 
ceeds of  profit  New  York  City  3%  bond  syndicate,  $5,400.92. 
Do  you  remember  what  that  syndicate  was?    A.  No,  sir. 

Q.  Have  you  got  some  voucher  or  letter  relating  to  it?  A.  I 
don't  think  I  have  anything  relating  to  that. 
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MR.  HUGHES :  Will  you  withdraw  a  minute,  Mr.  Greaves, 
and  Mr.  Winthrop  take  the  stand? 

H.  R.  WINTHROP,  resumed. 

BY  MR.  HUGHES: 

Q.  Have  you  now  found  the  authorization  for  the  distribu- 
tion of  that  allotment  of  the  Imperial  Japanese  414  bond  syndi- 
cate, where  the  Equitable  Life  Assurance  Society  gave  the  Mer- 
cantile Trust  Company  and  the  Equitable  Trust  Company  shares 
of  its  participation?  A.  In  the  typewritten  memorandum  sheets 
of  minutes  which  are  made  out  at  the  end  of  each  meeting  and 
read  to  the  subsequent  meeting,  and  then,  if  approved,  are  copied 
in  the  minute  book,  I  find  on  Monday,  April  3,  1905 :  "Present, 
Messrs.  Depew,  Deming,  Krech,  Frick,  the  president,  Vice-Presi- 
dent, Second,  Third  and  Fourth  Vice-Presidents,  the  Comptroller, 
the  Secretary  of  the  Committee.  The  following  minute  is  made; 
On  the  Committee  being  notified  that  Messrs.  Kuhn,  Loeb  & 
Co.  had  advised  the  Society  that  they  had  reserved  for  them  a 
participation  of  800,000  pounds  in  the  new  Japanese  4%,  per 
cent,  loan  syndicate  instead  of  1,000,000  pounds,  it  was  on 
motion  resolved  that  the  same  be  accepted,  500,000  pounds  of  the 
same  for  the  account  of  the  Society,  160,000  pounds  to  the 
Equitable  Trust  Company,  and  80,000  pounds  to  the  Mercantile 
Trust  Company.  Using  these  same  memorandum  minutes,  I  find  on 
further,  March  24th,  the  authorization  for  the  acceptance  of  a 
million  debenture  bonds,  which  was  divided  as  follows:  700,000 
pounds  to  the  Society,  200,000  pounds  to  the  Equitable  Trust 
Company,  and  100,000  pounds  to  the  Mercantile  Trust  Company. 
So  that  the  subsequent  resolution  was  only  changed  as  it  affected 
the  reduction  of  the  Society's  entire  allotment  from  1,000,000 
pounds  down  to  80,000  pounds. 
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MR.  HUGHES:  Will  you  withdraw,  Mr.  Winthrop.  Mr. 
Greaves  we  will  go  on  with  you  a  little  longer. 

HENRY  GREAVES,  resumed. 
BY  MR.  HUGHES: 

Q.  We  were  talking  about  this  New  York  City  31/0  per  cent, 
bond  syndicate,  $5,400,  and  I  find  another  item,  after  the  account 
in  the  American  Deposit  &  Loan  Company  had  been  opened,  of 
profits,  New  York  3%,  per  cent,  bond  syndicate  No.  2,  $3,009.15. 
Do  you  know  what  that  was  ?     A.  No,  sir ;  I  do  not. 

Q.  Have  you  any  vouchers  in  regard  to  that?  A.  There  are 
ao  vouchers  here. 

Q.  I  wish  you  would  let  me  see  the  vouchers  which  run  along 
down  to  this  time.  You  have  them  all  there  together,  have  you 
not?  A.  I  think — they  may  not  be  the  exact  dates.  (Producing 
paper.) 

Q.  Here  is  an  item  under  date  of  April  16,  1900.  That  is  in 
\-our  handwriting?     A.  Yes,   sir. 

Q.  Check  $197.40  being  the  amount  of  accumulated  interest 
on  $940,  script  was  given  to  Mr.  Jordan.  All  these  checks  were 
given  to  Mr.  Jordan  and  all  the  collateral  or  securities  referred 
to  seems  to  have  been  sold  by  Williamson  &  Squire?  A.  Yes, 
sir. 

Q.  That  is  true?    A.  Yes. 

Q.  In  whose  handwriting  is  that  (indicating)  ?  A.  That  is 
Mr.  Squire's. 

Q.  This  paper  now  shown  you  ?    A.  Yes. 

Q.  And  that  refers  to  that  $1,730.57?    A.  September  nth. 

Q.  Amount  to  be -placed,  it  says,  to  the  credit  of  G.  H.  Squire, 
trustee?    A.  Yes. 

Q.  That  is  the  only  voucher  you  have  for  that?    A.  Yes.  This 
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is  his  handwriting  up  there.  I  don't  know  whether  this  credit 
is  his  or  not. 

Q.  The  account  with  George  H.  Squire,  trustee,  with  the 
American  Deposit  &  Loan  Company  having  been  opened  October 
27,  1900,  with  a  credit  of  $36,030.98,  the  remaining  deposits  or 
the  succeeding  deposits  to  the  credit  of  the  account  with  the 
bank  corresponds  with  the  items  to  the  credit  of  George  H. 
Squire,  trustee,  in  this  book  that  you  keep?     A.  Yes. 

Q.  Now,  you  called  my  attention  to  the  fact  that  the  items 
with  which  the  account  opens  of  $36,030.98  is  the  total  amount 
of  the  deposits  down  to  that  time  less  $2,000  first  drawn  by  Mr. 
Jordan  on  September  17,  1900?     A.  Yes. 

Q.  Do  you  know  about  that  draft  ?  A.  I  don't  know  anything 
more  than  it  was  paid  to  Mr.  Jordan. 

Q.  He  drew  a  check  on  the  account,  he  was  able  to  draw 
checks  on  it?  A.  Well,  as  I  understand  it,  the  account  was — 
three  people  could  sign  checks,  and  on  the  checks  there  had  to  be 
two  signatures  of  those  people. 

Q.  Who  were  the  three  ?  A.  I  understood  it  was  George  H. 
Squire,  William  H.  Mclntyre  and  Thomas  D.  Jordan,  any  two 
of  those  could  draw  a  check. 

Q.  I  see.  Do  you  remember  about  this  check  that  was  drawn, 
or  rather,  that  was  deducted,  in  cash?  A.  Yes.  That  was  only 
told  to  me — I  don't  know  anything  more  about  that.  Mr.  Squire 
told  me  to  enter  it  and  I  entered  it. 

O.  As  cash?    A.  As  cash. 

Q.  And  that  left  $36,030.98  out  of  a  total  of  $38,090.98,  and 
that  went  to  the  credit  of  this  account  when  it  was  opened?  A. 
Yes. 

Q.  Having  been  opened  in  that  way  and  additional  items  from 
Rope  &  Twine  having  been  entered  November  loth,  $2,175, 
November  14th,  $2,483.25,  then  the  item  from  the  New  York 
City  3%  bond  syndicate  is  $3,009.15.      On  September  20th  there 
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is  a  credit  of  $25,000.  This  was,  as  stated  by  you  in  your  book 
September  19th,  a  share  in  the  profits  of  Chicago  &  Northwest 
syndicate?     A.  Yes. 

Q.  That  was  the  profit  on  the  syndicate  participation  of  the 
Equitable  Life  Assurance  Society?    A.  Yes,  it  appears  to  be. 

Q.  That  we  have  already  had  evidence  about  to-day  from  Mr. 
Winthrop?     A.  Yes. 

Q.  The  society  got  a  check,  or  was  that  a  check  to  Mr.  Squire  ? 
A.  Probably  to  the  society. 

Q.  And  endorsed  by  the  society  to  Mr.  Squire?  A.  Very 
probably. 

MR.  WINTHROP :  That  was  the  check  that  was  drawn  to  the 
order  of  the  society. 

Q.  And  endorsed  to  Mr.  Squire  and  he  gave  it  to  you  to  bank 
in  this  account?  A.  That  I  am  not  sure,  whether  I  made  the 
deposit  or  not.  It  was  customary  for  the  checks  to  be  sent  to  Mr. 
Jordan,  whether  I  did  it  I  don't  know. 

Q.  But  you  had  something  to  make  this  entry.  Do  you  remem- 
ber what  it  was  ?    A.  He  gave  me  the  items  to  enter. 

Q.  Did  he  give  you  any  ticket  or  voucher  relating  to  it?  A. 
I  don't  seem  to  find  any  ticket  or  voucher. 

Q.  You  just  made  the  entry .    A.  On  his  personal  request. 

Q.  By  the  way,  I  find  some  other  vouchers  here  earlier  regard- 
ing these  Rope  and  Twine  transactions,  which  seem  to  be  state- 
ments from  Williamson  &  Squire  to  George  H.  Squire  that  "We 

have  sold  for  your  account "      A.  Yes,  that  will  be  all  down 

there. 

Q.  These  correspond  to  these  various  items?  A.  I  think  you 
will  find  they  all  correspond. 

Q.  Well,  what  makes  you  rather  positive  that  this  was  a  check 
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to  the  society  and  endorsed  over  to  Mr.  Squire?  A.  From  data 
that  I  have  looked  up  in  regard  to  syndicates. 

Q.  Well,  do  you  find  something  that  would  enable  you  to  state 
that  that  was  endorsed  by  Mr.  Squire  for  the  society  to  Mr. 
Squire  as  trustee?  A.  I  don't  think  that  Mr.  Squire  ever  en- 
dorsed checks  payable  to  George  H.  Squire,  trustee.  I  think  that 
in  all  cases  you  will  find  it  was  endorsed  by  some  other  officer. 
I  think  the  first — perhaps  at  that  date  Mr.  Squire  may  not  have 
been  authorized  to  sign  checks,  in  1900.  I  am  not  sure  whether 
he  was  or  not. 

Q.  To  what  account  are  you  referring ;  he  was  not  an  officer  at 
that  time?  A.  In  other  words,  if  a  check  was  made  payable  to 
the  Equitable  Life  he  could  not  endorse  it  over  to  anybody  be- 
cause he  was  not  recognized  in  any  bank  as  an  officer. 

Q.  Who  would  endorse  it?  A.  Anyone  of  the  officers  who  are 
authorized,  presumably  Mr.  Jordan  may  have  done  it.  I  don't 
know. 

Q.  But  it  went  to  the  credit  of  this  account?    A.  Yes. 

O.  And  undoubtedly  it  was  Equitable  money,  as  appears  from 
this  statement?    A.  Yes. 

Q.  Then  we  find  an  entry  January  4,  1901,  a  credit  of  interest 
allowed  by  the  American  Deposit  &  Loan  Company  of  $202.61  on 
the  George  H.  Squire,  trustee,  account  and  the  balance  is  brought 
forward.  Now,  the  next  entry  we  find  to  the  credit  of  the  ac- 
count February  25th,  profit  on  one-half  interest  in  Chicago  & 
Alton  3  per  cent,  certificate  syndicate,  $5,067.70.  What  was  that? 
A.  I  don't  think  I  have  anything  in  relation  to  that,  any  document 
in  regard  to  that  at  all.  Probably  Mr.  Squire  presumably  gave 
me  instructions  to  enter  that. 

MR.  HUGHES :  Will  you  step  aside,  Mr.  Greaves,  for  a  mo- 
ment?   Mr.  Winthrop  take  the  stand. 
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H.  R.  WINTHROP  resumes. 
BY  MR.  HUGHES : 

Q.  I  find  in  this  account  of  George  H.  Squire,  trustee,  an  entry, 
profit  in  one-half  interest  in  Chicago  &  Alton  three  per  cent,  cer- 
tificate S3Tidicate,  $5,067.70.  Have  you  any  record  of  any  parti- 
cipations by  the  Equitable  Life  in  that  syndicate?    A.  No. 

Q.  This  is  not  at  all  shown  in  the  list  we  have  had  under  con- 
sideration?   A.  No. 

Q.  This  must  be  a  George  H.  Squire,  trustee,  participation? 
A.  Yes. 

Q.  Now,  the  next  item,  March  15,  1901,  is  profit  on  Pensyl- 
vania  Company's  three  and  one-half  per  cent,  syndicate,  $10,- 
107.50.    Have  you  a  record  on  your  books  of  that  ?    A.  No,  sir. 

Q.  The  next  item  is  April  i,  1901,  Baltimore  &  Ohio  convert- 
ible debentures,  profit  of  $4,268.44.  Credited  to  George  H. 
Squire,  trustee.  Is  there  any  entry  on  the  Equitable  books  of  that 
participation?    A.  No. 

Q.  The  next  item  is  June  10,  1901,  profit  on  Union  Pacific  con- 
vertible syndicate,  $16,402.  Is  there  any  entry  on  the  Equitable 
books  of  that  participation?  A.  Well,  we  have  got  that  syndi- 
cate, and  that  is  the  one  syndicate  we  did  not  take  up  to-day. 

Q.  And  that  you  are  not  prepared  to  speak  of  to-day?     A.  No. 

Q.  Never  mind  about  that  now,  you  can  look  that  up  ?    A.  Yes. 

Mr.  HUGHES :   Mr.  Greaves,  will  you  resume. 

HENRY  GREAVES  resumes : 

BY  MR.  HUGHES : 

Q.  Then  we  find  entries  of  interest  allowed  and  that  brings  us 
to  the  end  of  December,  1901.    Now,  I  find  on  the  other  side  of 
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the  account,  as  a  charge  against  these  credits  under  date  of  De- 
cember 30,  1901,  the  following  phrase,  "Check  drawn  to  the  order 
of  J.  W.  Alexander  and  endorsed  over  to  the  Mercantile  Trust 
Company  to  reduce  J.  W.  A.  No  3  account,  $100,000."  Do  you 
remember  about  that?    A.  I  remember  the  entry. 

Q.  There  was  a  J.  W.  A.  No.  3  account  ?    A.  Yes. 

Q.  And  that  was  kept  where?  A.  I  believe  in  the  Mercantile 
Trust  Company. 

Q.  Now,  this  check  was  drawn  on  the  George  H.  Squire  ac- 
count and  went  to  the  credit  of  that  other  account  ?    A.  Yes. 

Q.  Do  you  remember  who  drew  that  check?  A.  All  checks 
were  drawn,  so  far  as  I  knew,  by  Mr.  Jordan,  who  kept  the  check 
book. 

Q.  I  see.  A.  And  they  had  to  be  signed  as  I  stated  before, 
by  two  of  the  three  parties  I  mentioned. 

Q.  What  was  this  J.  W.  A.  No.  3  account?  A.  I  don't  know 
anything  about  it,  it  is  J.  W.  Alexander,  you  know. 

O.  Yes,  but  you  don't  know  anything  about  it?    A.  No,  sir. 

Q.  Where  did  you  get  the  information  about  this  check?  A. 
From  Mr.  Squire. 

O.  At  the  time?     A.  Yes. 

O.  Did  he  give  you  any  ticket  or  tell  you  anything  about  it? 
A.  No,  sir,  just  told  me  to  enter  it. 

Q.  Did  he  give  you  a  memorandum  from  which  you  could 
enter  it  ?  A.  No,  sir,  I  don't  remember  to  have  any,  and  all  mem- 
orandums I  have  had  I  have  always  kept. 

Q.  Then,  we  g'o  into  1902,  and  we  find  this  balance  of  the  Mar- 
cellus  Hartley  trustee  account,  $55,631.13,  which  has  already  been 
mentioned,  placed  to  the  credit  of  George  H.  Squire,  Trustee,  and 
also  an  amount  from  Pittsburg  Co.  loan,  $6,670.83.  Do  you  re- 
member what  that  is  ?  A.  I  think  the  Mercantile  Trust  Company 
made  a  loan  to  that  company  and  the  Equitable  had  part  of  the 
loan  on  which  they  received  their  interest.    It  was  a  loan.    Besides 
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that  I  think  they  received  that  profit,  and  instead  of  that  profit 
going  to  the  Equitable  Life's  books  it  was  put  to  the  George  H. 
Squire,  Trustee  Account. 

Q.  I  don't  quite  understand  what  you  mean  by  getting  a  profit? 
A.  Besides  the  interest . 

Q.  Was  there  a  sort  of  a  bonus  on  the  loan  ?  A.  Yes,  which 
they  received. 

Q.  For  making  the  loan?  A.  For  making  the  loan,  or  some- 
thing to  that  effect.  I  don't  remember  the  details  of  it,  but  I 
know  there  was  a  loan  and  it  was  on  our  books. 

Q.  You  mean  by  your  books  the  Equitable  Life  Assurance 
Society  books  ?    A.  Yes. 

Q.  And  the  loan  is  on  the  books  ?    A.  Yes. 

Q.  And  the  interest?    A.  Yes. 

Q.  And  the  bonus  that  was  received  went  to  the  George  H. 
Squire  account?    A.  Yes. 

Q.  Have  you  got  some  memorandum  or  statement  respecting 
that?    A.  I  don't  think  I  have.    I  will  look  through  and  see. 

(Producing"  paper.) 

There  is  the  letter. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  194A.) 

MR.  HUGHES  reads  Exhibit  No.  194A. 

Q.  From  May  ist  to  May  7th,  that  is  a  different  period?    A. 

It  seemed 1  should  have  to  make  sure  of  that  by  looking  on 

our  books  in  regard  to  the  loan.  I  am  under  the  impression  that 
the  Society  did  get  interest  and  that  was  in  addition  to  what  the 
Society  had  received. 

Q.  I  find  on  June  30th  and  September  30th,  1902,  in  your  book 
here  George  H.  Squire  trustee  account,  entries  of  interest  allowed 
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by  the  Equitable  Trust  Company.    That  is  on  this  same  account? 
A.  Yes. 

Q.  After  the   Equitable  Trust  Company   had   succeeded  the 
American  Deposit  and  Loan  Co.    A.  Yes. 

O.  There  are  some  deposits  to  the  credit  of  George  H.  Squire, 
trustee,  that  do  not  appear  in  your  books,  however,  for  example, 
July  12,  1901,  I  find  a  deposit  in  bank  to  the  credit  of  George  H. 
Squire,  trustee,  of  $40,000,  but  I  do  not  find  any  entry  of  it  in 
your  book  Exhibit  192  for  identification.     Do  you  know  about 
that?    A.  No,  I  don't  know  anything  more  than  that  I  have. 
Q.  Can  you  throw  any  light  on  that? 
Witness  inspects  book,  but  makes  no  answer. 
Q.  Now,  you  call  my  attention  to  an  entry  under  the  head 
of  West  Virginia  Central  and  Western  Maryland  Purchase  Syn- 
dicate in  this  same  book  Exhibit  192  for  identification.     Is  that 
your  handwriting?     A.  Yes,  sir. 

Q.  Where  did  you  get  the  facts  that  you  entered  in  this?  A. 
Presumably  from  Mr.  Squire,  as  I  do  not  seem  to  have  any  mem- 
orandum. 

Q.  This  says  as  follows :  "Received  letter  from  James  H.  Hyde 
offering  a  participation  to  George  H.  Squire,  trustee,  of  $200,000 
in  the  above  named  syndicate,  which  was  accepted  March  24,  1902. 
Received  letter  from  James  H.  Hyde  calling  for  first  payment  of 
20  per  cent  of  $40,000  which  amount  was  borrowed  March  31st 
from  the  American  Deposit  &  Loan  Company  on  the  Mercantile 
Trust  Company's  participation  syndicate,  $40,000.  Now,  this  is 
the  letter  to  which  reference  is  made  (indicating.)     A.  Yes,  sir. 

MR.  HUGHES :  I  ofifer  it  in  evidence. 

(Marked  Exhibit  195.) 

MR.  PIUGHES  reads  Exhibit  No.  195. 

Q.  Is  this  interest  in  addition  to  interest  which  the  company 
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had  received?        A.  From  what  that  letter  says  I  think  it  was. 

Q.  What  is  there  in  the  letter  which  enables  you  to  get  that? 
A.  It  says  less  interest  at  5  per  cent. 

Q.  Now,  what  was  the  James  W.  Alexander  and  Thomas  D. 
Jordan  Trustee  account?     A.  I  don't  know,  sir. 

Q.  Was  that  the  same  as  the  J.  W.  Alexander  No.  3  account? 
A.  It  may  have  been,  but  I  don't  know.  I  should  judge  that  the 
J.  W.  A.  No.  3  account — there  must  have  been  two  other  accounts 
there.  They  had  nothing  to  do  with  the  trustee  account,  or  were 
not  identical. 

Q.  Mr.  Winthrop  suggests  you  believe  it  to  be  the  same? 
A.  Yes,  sir. 

Q.  In  other  words,  the  J.  W.  A.  No.  3  account  is  an  account 
which,  from  such  information  as  you  have  been  able  to  get,  you 
believe  was  sometimes  called  the  James  W.  Alexander  and 
Thomas  D.  Jordan  account?    A.  Yes,  sir. 

Q.  So  that  the  $40,000  proceeds  of  the  West  Virginia  Central 
and  Western  Maryland  Purchase  syndicate  was  allotted  to  George 
H.  Squire  as  trustee  for  the  benefit  of  that  account  ?    A.  Yes,  sir. 

Q.  That  is,  whatever  benefits  were  derived  from  it  were  to  g'o 
to  that  account?     A.  Yes,  sir. 

Q.  Now,  was  the  $40,000  paid  ?    A.  Yes,  sir. 

Q.  We  find  your  entry  here  on  May  26th  on  your  book  Exhibit 
192  for  identification  on  page  60:  "May  26th,  1902,  received  letter 
from  James  H.  Hyde  calling  for  second  payment  of  20  per  cent, 
being  amount  which  was'  borrowed  from  Equitable  Trust  Com- 
pany June  loth  and  Mercantile  Trust  Company's  participation 
certificate  having  been  deposited  with  the  trustee  as  security." 
And  this  is  the  second  call  on  the  same  participation?  A.  Yes, 
sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  196  and  read  by  Mr.  Hughes.) 
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Q.  It  is  addressed  to  J.  W.  Alexander,  trustee,  while  the  par- 
ticipation was  in  the  name  of  George  H.  Squire,  trustee  ?    A.  Yes, 
sir. 
A.  Yes,  sir. 

Q.  How  do  you  account  for  that?  A.  It  is  a  clerical  error  as 
far  as  I  am  able  to  judge. 

Q.  But  the  money  was  paid  ?    A.  Yes,  sir. 

Q.  And  the  first  was  raised  on  a  loan  from  the  Equitable  Trust 
Company  on  the  pledge  of  the  Mercantile  Trust  Company's  par- 
ticipation?   A.  Yes,  sir. 

Q.  And  the  second,  just  mentioned,  was  raised  on  the  same 
collateral  and  a  loan  from  the  Equitable  Trust  Company?  A. 
Yes,  sir. 

Q.  And  there  was  another  call  on  October  lo,  1902,  of  $20,- 
000,  and  that  is  a  letter  as  follows,  which  I  offer  in  evidence. 
A.  That  acknowledges  receipt  of  it. 

Q.  You  haven't  a  letter  making  the  call,  but  you  show  this 
letter  acknowledging  the  receipt?    A.  Yes,  sir. 

MR.  HUGHES :     I  offer  it  in  evidence. 

(Marked  Exhibit  197  and  read  by  Mr.  Hughes.) 

Q.  Now,  that  $20,000  was  borrowed  from  the  Equitable  Trust 
Company  on  the  Mercantile  Trust  Company's  participation.  A. 
Yes,  sir. 

.  Q.  And  an  entry  of  October  i-o,  1902,  "Received  letter  from 
James  H.  Hyde  calling  for  a  third  payment  of  10  per  cent,  which 
was  borrowed  from  Equitable  Trust  Company,  Mercantile  Trust 
Company's  participation  being  deposited  with  the  trust  company? 
A.  Yes,  sir. 

Q.  Now,  on  March  14,  1904,  there  was  a  fourth  call,  wasn't 
there?     A.  March  14,  1904?     I  don't  seem  to  find  it. 
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Q.  You  find  on  your  book,  March  31st,  call  for  fourth  pay- 
ment, being  10  per  cent.,  $20,000?     A.  Yes,  sir. 

Q.  Now,  you  have  given  me  those  which  are  very  important 
and  interesting,  but  this  account  of  the  George  H.  Squire,  trustee, 
on  the  American  Deposit  and  Loan  Company  shows  a  credit  on 
July  12,  1901,  you  see,  before  this  transaction  of  $40,000.  Those 
are  moneys  that  are  paid  out  that  you  have  just  mentioned  on 
account  of  that  syndicate  in  1902,  but  here  is  money  that  came 
in  from  some  quarter  and  went  to  the  credit  of  the  account. 
Do  you  know  where  tliat  came  from?  A.  What  is  the  first  date 
there  ? 

Q.  These  are  1902,  March  24,  1902?     A.  All  of  them? 

Q.  Yes.     A.  I  don't  know  where  that  can  be. 

Q.  $40,000  came  from  somewhere?  A.  There  is  another  syn- 
dicate in  here — no. 

Q.  Is  there  another  one?     A.  No,  sir.     I  think  that  is  all. 

MR.  HUGHES :     I  will  stop  now,  if  you  say  so. 

THE  CHAIRMAN :     Nobody  is  insisting  upon  it. 

MR.  HUGHES :  I  think  it  is  a  good  plan  to  stop,  and  we  will 
go  on  in  the  morning. 

THE  CHAIRMAN :  The  Committee  will  take  a  recess  until 
10.30  o'clock  to-morrow  morning. 

Adjourned  to  Thursday,  September  28,  1905,  at  10.30  A.  M. 
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ALDERMANIC      CHAMBER, 
City  Hall^  New  York  City. 

September  28,  1905. 
The  committee  met  pursuant  to  adjournment. 

MR.  HUGHES : .  Mr.  Greaves,  will  you  resume  the  stand  ? 

HENRY  GREAVES  resumed. 

BY  MR.  HUGHES : 

Q.  I  was  referring  at  the  adjournment  last  evening  to  a  deposit 
on  July  12,  1901,  of  $40,000  to  the  credit  of  George  H.  Squire, 
trustee,  as  shown  by  the  bank  deposit  book,  Exhibit  193  for  iden- 
tification. Can  you  tell  me  now  what  that  was  derived  from  ?  A. 
No,  sir. 

Q.  I  notice,  as  you  call  my  attention  to  the  fact,  that  on  the 
other  side  of  the  bank  book  appears  a  draft  of  $40,000,  one 
voucher.  That  would  seem  to  indicate  that  that  $40,000  had  been 
deposited  and  immediately  withdrawn?     A.  Yes,  sir. 

Q.  Do  you  have  any  information  regarding  that?  A.  I  have 
not. 

Q.  But  we  were  right  in  the  view  we  took  last  night  that  that 
$40,000  was  not  derived  from  any  of  these  items  credited  in  the 
book  which  you  kept  for  Mr.  Squire,  Exhibit  192  for  identifica- 
tion ?    A.  Yes,  sir. 

Q.  Have  you  been  able  to  find  out  since  the  adjournment  the 
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explanation  of  these  items  of  New  York  City  3^  per  cent,  bond 
syndicate  that  were  credited  to  the  George  H.  Squire  trustee  ac- 
count?   A.  No;  sir. 

Q.  Have  you  been  able  to  get  any  information  as  to  the  profit 
on  one-half  interest  in  Chicago  &  Alton  3  per  cent,  certificate 
syndicate  $5,067.70  that  was  credited  to  this  account?    A.  No,  sir. 

O.  We  find  credited  to  this  account  the  profits  on  Union  Pacific 
convertible  bonds  syndicate  of  $16,402 ;  profit  on  Pennsylvania 
Company  3^  per  cent,  certificate  syndicate,  $10,107.80;  profit  on 
Baltimore  &  Ohio  convertible  debentures,  $4,268.44  and  two  items 
on  Chicago  &  Northwest  syndicate,  one  on  December  19,  1900,  of 
$25,000  and  one  on  February  10,  1903,  of  $19,138.62.  Those 
were  all  deposited  with  the  American  Deposit  &  Loan  Company 
to  the  credit  of  George  H.  Squire,  trustee?     A.  Yes,  sir. 

Q.  This  account  seems  to  have  been  closed — I  refer  to  the  ac- 
count with  the  American  Deposit  &  Loan  Company — seems  to 
have  been  closed — on  May  i,  1901,  and  the  balance  carried  to  a 
new  book.      Have  you  that  new  book  here  ?    A.  I  have  not. 

Q.  Where  is  the  other  book?    A.  I  don't  know. 

O.  The  balance  carried  to  the  new  book  is  $62,770.81  on  May 
I,  1901  ?  A.  Yes. 

Q.  Did  you  ever  see  that  book,  the  new  book?  A.  I  don't 
remember. 

Q.  Well,  did  you  have  at  any  time  occasion  to  make  deposits 
which  were  credited  in  the  new  book?  A.  That  was  May  ist — 
deposits  were  made  since  that  date. 

Q.  Well,  did  you  make  them  for  Mr.  Squire?  A.  Not  that  I 
know  of.    I  may  have  and  may  not. 

Q.  Well,  after  May  i,  1901,  who  kept  the  bank  book,  that  is, 
who  had  possession  of  the  bank  deposit  book  of  this  account  ?  A. 
Mr.  Jordan. 

Q.  Thomas  D.  Jordan?    A.  Yes,  sir. 

Q.  And  when  checks  would  come  in  which  were  deposited  to 
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the  credit  of  that  account  did  you  take  them  to  Mr.  Jordan?    A. 
In  nearly  all  cases  I  did. 

Q.  Have  you  any  memoranda  referring  to  any  of  these  latter 
items  in  the  account  after  the  beginning  of  1902  ?  (Witness  pro- 
duces paper.)    A.  I  showed  you  some  of  those  yesterday. 

Q.  I  would  jus-t  glance  through  them  and  see  if  there  are  any 
that  I  want.  (Question  repeated.)  A.  I  think  I  have  a  letter 
showing  that  there  was  received,  and  an  entry  in  my  book  showing 
there  was  deposited  to  the  credit  of  this  account  an  amount  of 
$6,770.83,  Pittsburg  Coal  loan. 

Q.  That  is  what  you  referred  to  yesterday  ?    A.  Yes. 

Q.  Is  that  the  only  memorandum  you  have  explanatory  of  any 
of  these  items  ?    A.  I  have  notices  from  the 

Q.  I  find  an  item  to  the  credit  of  the  George  H.  Squire  account 
under  date  of  October  5,  1903,  $3,015.30,  by  amount  received 
from  the  Western  National  Bank  in  settlement.  From  whom 
was  that  amount  received?    A.  I  don't  know,  sir. 

Q.  Do  you  know  or  have  you  any  information  as  to  the  mat- 
ter as  to  which  it  was  in  settlement  ?    A.  No,  sir. 

Q.  Then  we  have  items  of  interest  allowed  by  the  Equitable 
Trust  Company  and  on  April  12,  1904,  an  entry  of  a  balance 
transferred  to  Louis  M.  Bailey,  trustee,  $365.45.  Who  is  Louis 
Mr.  Bailey  ?     A.  He  is  an  employee  of  the  Equitable  Life. 

Q.  In  what  way  is  he  employed?  A.  He  is  in  the  bond  and 
mortgage  department. 

Q.  In  what  way?  A.  He  is  connected,  I  believe,  with  Mr. 
Jordan,  associated  with  Mr.  Jordan  and  Mr.  Gerald  R.  Brown. 
Mr.  Gerald  R.  Brown  is  the  superintendent  of  the  bond  and  mort- 
gage department. 

Q.  Is  Mr.  Bailey  still  in  the  employ  of  the  company  ?  A.  Yes, 
sir. 

Q.  Did  Mr.  Bailey  have  anything  to  do  with  this  George  H. 


1189 


Testimony  of  Henry  Greaves 

Squire,  trustee,  account  prior  to  the  time  it  was  transferred  to  his 
name  in  April,  1904?    A.  No,  sir. 

Q.  Have  you  the  bank  book  that  shows  the  opening  of  the 
account  with  the  Equitable  Trust  Company  in  Mr.  Bailey's  name  ? 
A.  Yes,  sir. 

MR.  HUGHES :  I  will  ask  to  have  that  marked  for  identifica- 
tion. 

(Book  marked  Exhibit  198  for  identification.) 

Q.  And  the  amount  with  which  this  account  was  opened  on 
April  13,  1904,  exactly  agrees  with  the  balance  of  the  account  in 
the  book  kept  by  you?    A.  Yes,  sir. 

Q.  I  refer  to  Exhibit  192  for  identification.    A.  Yes,  sir. 

Q.  So  that  while  we  have  not  the  intervening  bank  book,  you 
believe  we  have  the  items  of  'debit  and  credit  ?    A.  Yes,  sir. 

Q.  Which  appear  in  that  book?    A.  Yes,  sir. 

Q.  Since  its  transfer  to  Mr.  Bailey's  name  in  1904  it  appears 
that  only  one  deposit  has  been  made  under  date  of  October  11, 
1904,  of  $843.35.     A.  Yes,  sir. 

Q.  Do  you  know  what  that  was?    A.  No,  sir. 

Q.  That  does  not  appear  in  your  book?    A.  No,  sir. 

Q.  And  there  have  been  no  drafts  against  it  by  Mr.  Bailey  or 
by  anyone  else  apparently?    A.  Apparently. 

Q.  At  least  the  book  does  not  show  any?    A.  No. 

Q.  It  shows  a  balance  under  date  of  August  14,  1905,  to  the 
credit  of  Louis  M.  Bailey,  trustee,  of  $1,208.80?    A.  Yes,  sir. 

Q.  Now,  on  the  other  side  of  this  account  of  Georg'e  H.  Squire, 
Trustee,  beginning  with  1900,  we  find  as  the  first  draft  $2,000, 
which  you  have  already  explained  as  drawn  in  cash  by  Mr.  Jor- 
dan.   A.  Yes,  sir. 

Q.  Then  you  have  paid  to  the  order  of  J.  W.  Alexander,  en- 
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dorsed  over  to  the  Mercantile  Trust  Co.  to  reduce  the  J.  W.  A. 
Trustee  account,  $100,000?    A.  Yes,  sir. 

Q.  You  have  under  date  of  October  4,  1902,  cash  paid  Mercan- 
tile Trust  Company,  $65,000?    A.  Yes,  sir. 

Q.  Then  you  have  under  date  of  April  15,  1903,  cash  paid 
Equitable  Trust  Company,  to  reduce  loan  account,  $20,000? 
A.  Yes,  sir. 

Q.  The  $65,000  first  mentioned,  I  understand,  went  to  the 
credit  of  the  J.  W.  A.  No.  3  account  with  the  Mercantile  Trust 
Company?    A.  I  do  not  know  anything  about  that. 

Q.  Well,  I  understood  you  to  say  that  last  night,  or  I  under- 
stood you  to  say  that  was  your  understanding.  Maybe  I  was  mis- 
taken.   A.  No,  sir;  I  was  referring  to  the  $100,000. 

O.  You  have  no  information  what  this  $65,000  was  paid  on? 
A.  No,  sir;  I  have  not. 

Q.  Have  you  any  information  what  this  $20,000  paid  in  No- 
vember, 1903,  to  the  Equitable  Trust  Company,  was  for?  A.  I 
have  none  direct.  But  referring  to  the  syndicate  accounts,  where 
the  George  H.  Squire  Trustee  Account  borrowed  from  the  Equit- 
able Trust  Company  that  amount  may  have  gone  toward  reducing 
those  loan  accounts. 

Q.  You  refer  to  the  sums  aggregating  $100,000,  which  were 
borrowed  in  the  syndicate  of  West  Virginia  Central  and  Western 
Maryland  purchase,  as  follows  : 

March  24th $40,000 

May  26th 40,000 

October  loth 20,000 

the  first  having  been  from  the  American  Deposit  &  Loan  Com- 
pany, and  the  other  two  from  the  Equitable  Trust  Company? 
A.  Yes,  sir. 

Q.  And  also  March  21st,  1904,  $20,000.  You  think  this  amount 
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paid  on  April   15,   1903,  was  against  some  of  those  payments? 
A.  No,  sir. 

Q.  It  was  against  another  syndicate,  wasn't  it?    A.  Yes,  sir. 

O.  It  had  nothing  to  do  with  this  West  Virginia  Central  & 
Western  Maryland  syndicate,  nothing  at  all,  but  it  had  to  do 
with  another  syndicate,  the  Navigation  Syndicate?    A.  Yes,  sir. 

O.  And  you  have  the  entry  of  that  in  another  book,  in  this 
book.  Exhibit  192  for  identification,  at  page  64?    A.  Yes,  sir. 

Q.  Now,  referring  to  this,  I  find  the  entry  as  follows:  1902, 
under  the  heading  of  Navigation  Syndicate, 

"Received  letter  from  James  H.  Hyde  offering  a  participation 
to  George  H.  Squire,  Trustee,  of  $250,000  in  the  above  named 
syndidcate,  which  was  accepted." 

Have  you  that  letter?    A.  No,  sir,  I  have  not. 

Q.  The  next  entry  is  under  date  of  May  2,  1902 : 

"Received  letter  from  James  H.  Hyde  calling  for  first  payment 
of  25  per  cent,  being'  $62,500,  which  amount  was  borrowed  from 
the  Equitable  Trust  May  5th,  on  the  participation  certificates." 

That  amount  of  $62,500  was  paid  over  to  the  Navigation  Syn- 
dicate Managers,  or  was  it  paid  to  Mr.  Hyde?  Is  this  the  letter 
of  acknowledgement?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  No.  199,  and  read  by  Mr.  Hughes.) 

Q.  On  what  participation  certificates  was  that  amount  borrowed 
from  the  Equitable  Trust  Company  ?    A.  I  do  not  know,  sir. 

Q.  Did  you  have  anything  to  do  yourself  with  that  matter? 
A.  No,  sir. 

Q.  You  merely  made  the  entries  from  Mr.  Squire's  statement? 
A.  Yes,  sir. 

Q.  Did  he  make  the  statements  to  you  orally  or  in  writing?    A. 
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I  may  have  taken  the  entries  from  the  letters  as  he  handed  them 
to  me. 

Q.  The  next  entry  is  under  date  of  May  22,  1902 : 

"Received  letter  from  James  H.  Hyde  calling  for  payment  of 
25  per  cent.,  being  $62,500,  which  amount  was  borrowed  from 
the  Equitable  Trust  Company,  the  participation  certificate  having 
been  deposited  with  the  trust  company  as  security." 

That  amount  was  paid?     A.  Yes,  sir. 

Q.  And  acknowledged  by  Mr.  Hyde?    A.  Yes,  sir. 
Q.  The  next  entry  is  under  date  of  October  8,  1902 : 

"Received  letter  from  James  H.  Hyde  calling  for  a  third  pay- 
ment of  30  per  cent.,  being  $75,000,  which  amount  was  borrowed 
from  the  Equiable  Trust  Company,  October  loth,  participation 
certificates  having  been  deposited  with  the  trust  company  as 
security." 

That  amount  was  paid  to  Mr.  Hyde  on  that  call?  A.  Yes, 
sir. 

Q.  And  the  money  was  borrowed  as  stated?    A.  Yes,  sir. 

Q.  The  next  entry  is  January  16,  1903,  "Received  letter  from 
the  Equitable  Trust  Company,  stating  that  they  had  paid  to 
the  order  of  James  H.  Hyde,  $25,000,  being  in  payment  of  a  call 
of  ten  per  cent." 

Will  you  explain  that  entry?  A.  I  have  a  letter  here  addressed 
to  George  H.  Squire,  Trustee,  dated  January  16,  1903,  3.55 
P.  M.,  from  the  Equitable  Trust  Company : 
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"Dear  Sir: 

"We  beg  to  advise  you  that  on  the  iSth  instant  we  sent  our 
checks  for  $25,000  to  the  order  of  Mr.  Hyde  in  payment  of  a 
call  of  ten  per  cent,  on  the  subscriptions  to  the  Navigation  Syndi- 
cate. The  receipt  for  the  above  amount  has  been  noted  on  the 
receipt  which  we  hold  in  our  office. 

"Yours  very  truly, 

"F.  W.  Foley,  Treasurer." 

Q.  That  then  was  a  loan  to  Mr.  Squire,  at  Mr.  Hyde's  request, 
by  the  Equitable  Trust  Company,  to  enable  Mr.  Squire  to  pay 
the  ten  per  cent,  call  on  his  subscription  to  the  Navigation  Syndi- 
cate?    A.  I  do  not  know  that  Mr.  Hyde  requested  it. 

O.  Well,  it  was  a  check  sent  to  the  order  of  Mr.  Hyde  di- 
rectly?    A.  Yes,  sir. 

Q.  By  the  Equitable  Trust  Company?     A.  Yes,  sir. 

Q.  In  payment  of  a  call  which  presumably  had  been  made  on 
Mr.  Hyde,  and  which  he  in  turn  would  have  made  upon  Mr. 
Squire?     A.  Yes,  sir. 

Q.  Now,  the  next  entry  we  have  is  in  red  ink,  under  date  of 
April  13,  1903,  credit  2j4  per  cent,  dividend  on  amount  paid  in, 
$5,062.50.  What  was  that?  A.  The  syndicate  managers,  prob- 
ably, paid  us  214  per  cent,  on  amount  paid  in,  and  the  interest 
on  the  amount  of  our  money  that  they  held. 

Q.  The  next  entry  is  in  red  ink,  April  15,  1903,  credit  on 
amount  paid,  $20,000.  What  does  that  mean  ?  A.  That  Trustee 
Account  paid  $20,000  to  reduce  their  loan  with  the  Equitable 
Trust  Company. 

Q.  That  is  George  H.  Squire,  Trustee,  paid  that  amount,  draw- 
ing from  the  George  H.  Squire  Trustee  Account  in  reduction  of 
the  loan  made  on  the  participation  of  George  H.  Squire,  Trustee, 
in  the  Navigation  Syndicate?     A.  Yes,  sir. 

Q.  July  20,   1903,  for  payment  on  account,  fifth  call,  ten  per 
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cent.,  $25,000.  What  is  the  explanation  of  that?  A.  That 
means  that  we  had  another  call  for  payment,  a  fifth  call,  and  the 
money  was  borrowed  from  the  Equitable  Trust  Company. 

Q.  It  is  not  so  stated  there,  but  you  know  that  is  the  way  it 
was  done?     A.  Yes,  sir. 

Q.  On  the  participation  certificate  as  security  again?  A.  Yes, 
sir. 

Q.  Then  we  have  on  October  6,   1903,  a  credit  of  2.113  per 

cent  dividend  on  amount  paid  in,  $5,282.50,  and  April  5,  1904 

A.  That  must  have  been  1904. 

Q.  A  credit  of  2^  per  cent,  dividend  on  amount  paid  in, 
$5,062.50,  and  April  8,  1904,  a  credit  of  amount  paid  in,  $7,500. 
Those  were  amounts  received  by  George  H.  Squire,  Trustee, 
from  whom?  A.  I  don't  know  from  whom,  but  it  would  appear 
they  were  received  from  James  H.  Hyde,  who  in  return  must 
have  received,  it  from  the  syndicate  managers. 

Q.  Now,  when  George  H.  Squire  got  this  money  mentioned 
in  these  credits  what  did  he  do  with  it?  A.  I  do  not  know,  Mr. 
Hughes. 

O.  It  was  deposited  to  the  credit  of  the  George  H.  Squire 
trustee  account  ?  A.  As  far  as  my  books  show,  it  doesn't  appear 
to  have  been. 

Q.  Well,  your  books,  as  you  have  already  noted,  show  the 
exact  balance  that  on  April  12,  1904,  was  transferred  to  the 
credit  of  Louis  M.  Bailey,  trustee,  when  the  George  H.  Squire 
trustee  account  was  closed?    A.  Yes,  sir. 

Q.  So  it  must  include  all  the  credits  and  debits?    A.  Yes,  sir. 

Q.  Now,  did  George  H.  Squire  have  any  other  account  excepi 
his  own  personal  account  ?    A.  No,  sir ;  not  that  I  know  of. 

Q.  Do  you  know  that  he  got  these  moneys  that  are  entered 
here  and  crtdits  of  dividends?    A.  Yes,  sir. 

Q.  What  information  did  you  have  as  to  his  receipt  of  those? 
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A.  The  fact  of  my  entering  them  in  this  syndicate  account;  he 
must  have  told  me  about  them. 

Q.  At  the  time?     A.  At  the  time.     I 

Q.  We  have  noticed — — .  A.  I  was  going  to  say  that  I  would 
like  to  look  into  that  and  see  whether  that  was  credited  to  the  ac- 
count of  the  Navigation  syndicate  as  a  separate  item  or  not. 

Q.  You  mean  that  there  was  a  separate  bank  account  kept 
of  the  Navigation  syndicate?  A.  No,  sir;  no,  sir;  what  I  mean 
was  that  it  may  have  gone,  and  through  an  error  of  mine,  maybe, 
or  through  an  error  of  Mr.  Squires,  not  to  advise  me,  might  have 
gone  to  reduce  the  loan  account  the  same  as  the  $20,000  did. 

Q.  Not  the  same  as  the  $20,000  did,  because  that  $20,000  that 
reduced  the  loan  account  was  paid  direct  by  a  check  of  George 
H.  Squire,  trustee,  drawn  on  this  account  to  the  Equitable  Trust 
Company?     A.  Yes,  sir. 

Q.  But  these  amounts  were  not  paid  in  that  way  unless  the 
checks  were  endorsed  over,  for  they  did  not  go  into  the  George 
H.  Squire  trustee  account?     A.  I  should  have  to  look  that  up. 

Q.  Now,  I  find  over  here  that  although  these  checks,  received 
by  way  of  dividends  by  George  H.  Squire,  were  not  deposited 
to  the  credit  of  George  H.  Squire,  trustee,  in  any  account  under 
that  name,  there  was  drawn  upon  that  account  on  April  8,  1904, 
$7,500  to  the  Equitable  Trust  Company  to  reduce  the  loan  on 
account  of  the  Navigation  syndicate  ?     A.  Yes,  sir. 

Q.  The  point  is  that  Mr.  Squire  drew  $20,000  on  April  15, 
1903,  $7,500  on  April  8,  1904,  to  reduce  the  loans  made  by  the 
Equitable  Trust  Company  on  his  participation  in  that  syndicate, 
but  when  the  moneys  came  in  from  the  syndicate  managers,  by 
way  of  dividends,  those  were  not  deposited  to  the  credit  of  the 
George  H.  Squire  trustee  account  ?  A.  It  doesn't  appear  to'  have 
been. 

Q.  Do  3rou  know  how  this  syndicate  participation  of  George 
H.  Squire,  trustee,  that  is  the  Navigation  syndicate  participation. 
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was  finally  closed  up?  A.  From  all  I  know  the  account  is  not 
closed. 

Q.  Still  open?     A.  Still  open. 

Q.  Mr.  Winthrop  informs  me  that  this  participation  is  still 
on  the  books  of  the  Equitable  Life  Assurance  Society  in  the 
name  of  Louis  M.  Bailey,  trustee.  Will  you  step  aside,  Mr. 
Greaves.     Mr.  Winthrop,  will  you  resume  the  stand. 

HENRY  ROGERS  WINTHROP,  recalled,  testified  as  fol- 
lows: 

BY  MR.  HUGHES : 

Q.  Mr.  Winthrop,  referring  to  the  participation  of  George  H. 
Squire,  trustee,  in  Navigation  Syndicate,  I  call  your  attention 
to  the  statement  already  made  by  you  in  the  list  that  has  been 
furnished  of  an  International  Navigation  First  Mortgage  Bond 
Syndicate  received  from  James  H.  Hyde  and  associates.  Are 
these  two  different  things  ?  "  A.  Yes,   sir. 

Q.  Then  the  Navigation  Syndicate  that  George  H.  Squire, 
trustee,  had  a  participation  in  was  the  syndicate  floating  the 
fifty  millions  of  bonds  out  of  the  authorized  issue  of  seventy-five 
millions — the  big  syndicate?    A.  Yes,  sir. 

Q.  Now,  is  that  syndicate  participation  on  your  books  at  all? 
A.  Only  in  this  way,  it  is  still  carried  in  the  Equitable  Trust 
Company  as  a  loan  in  the  matter  of  L.  M.  Bailey,  trustee,  and 
the  same  applies  to  this  West  Virginia  Central,  the  Equitable 
Life  have  been  notified  by  the  Equitable  Trust  Company  that  the 
trust  company  holds  the  Equitable  Life  responsible  for  this  loan, 
and  I  believe  that  the  loan  will  be  taken  up  by  the  Equitable  Life 
and  carried  by  the  insurance  company  direct  on  our  books. 

Q.  That  is  a  loan  of  $250,000  reduced  by  two  payments  aggre- 
gating $27,500?     A.  Yes,  sir.     Here  is  the  collateral. 
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Q.  Well,  what  is  the  collateral  held  by  the  trust  company?  A. 
As  collateral  they  have  all  the  receipts  or  all  the  money  paid  in  to 
the  syndicate  managers  plus  these  credits. 

Q.  As  I  understand  it  George  H.  Squire,  trustee,  was  given 
a  participation  of  $250,000?     A.  Yes,  sir. 

A.  And  there  was  borrowed  in  his  name  from  the  Equitable 
Trust  Company  a  total  of  $250,000?     A.  Yes,  sir. 

Q.  And  he  has  paid  by  drafts  upon  the  George  H.  Squire,  trus- 
tee, account  $27,500?    A.  Yes. 

Q.  So  that  the  Equitable  Trust  Company  has  simply  that  mar- 
gin of  the  $27,500?    A.  Yes. 

Q.  Now,  these  dividends  that  come  in  are  what,  interest  on 
bonds  or  certificates?  A.  There  is  interest  on  the  interim  cer- 
tificates which  are  used  as  an  offset  against  the  interest  on  the 
loan ;  the  loan  is  at  4  per  cent.,  I  believe. 

Q.  Do  you  know  whether  these  amounts  which  Mr.  Squire 
received  by  way  of  dividends  went  to  the  reduction  of  the  Equita- 
ble Trust  Company  loan?  A.  They  went  either  to  reduce  the 
principal  or  interest  charges. 

Q.  Did  the  Equitable  Trust  Company  get  those  moneys  ?  A.  I 
think  so.     We  have  all  this  made  out  in  a  separate  statement. 

Q.  Have  you  got  it  here?     A.  No,  I  can  telephone  for  it. 

Q.  I  wish  you  would.  Just  one  more  question,  Mr.  Winthrop. 
Do  you  understand  why  it  was  tliat  this  participation  of  $250,000 
was  taken  in  the  name  of  George  H.  Squire  and  the  money  bor- 
rowed in  his  name  from  the  Equitable  Trust  Company  instead 
of  being  taken  directly  by  the  Equitable  Life  Assurance  Society 
and  the  money  paid  by  it?    A.  No,  sir. 

Q.  Do  you  understand  that  this  participation  of  George  H. 
Squire,  trustee,  was  really  an  Equitable  participation?  A.  It  ap- 
pears to  be,  yes. 

Q.  You  understand  that  all  these  transactions  with  George  H. 
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Squire,  trustee,  that  is  all  the  moneys  which  were  received  and 
credited  to  this  account  belonged  to  the  Equitable  Life  Assur- 
ance Society?  A.  Well,  from  the  fact  that  the  Equitable  Life 
checks  went  into  the  account,  I  myself  believe  it  is. 

MR.  HUGHES :  That  is  all  for  the  moment.  You  will  also 
get  me  a  statement  of  that  West  Virginia  Central. 

HENRY  GREAVES,  resumed. 

BY  MR.  HUGHES : 

Q.  Now  it  would  appear  from  this  account  that  you  have 
handed  me  that  there  were  just  five  checks  drawn  on  that  George 
H.  Squire  trustee  account  ?    A.  Yes. 

MR.  HUGHES :  I  will  read  those  on  the  record : 

September  17,  1900.    Paid  cash  drawn  by  T.  D.  Jordan        $2,000 
Dec.  30,   1900.     Check  drawn  to  the  order  of  J.  W. 
Alexander  endorsed  over  to  the  Mercan- 
tile Trust  Company  to  reduce  J.  W.  A. 

No.  3  account  100,000 

Oct.  4,  1902.    To  cash  paid  Mercantile  Trust  Company.       65,000 
April  15,  1903.    To  cash  paid  the  Equitable  Trust  Com- 
pany to  reduce  loan  account 20,000 

April  8,  1904.  To  cash  paid  the  Equitable  Trust  Com- 
pany to  reduce  loan  account  of  Naviga- 
tion Syndicate   7'5oo 

Q.  Did  you  have  anything  to  do  with  the  making  of  memor- 
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anda  with  regard  to  the  Alexander  and  Jordan  accounts? 
A.  No,  sir." 

Q.  Or-  the  making  of  any  deposits  or  drawing  any  drafts  in 
that  account  ?    A.  Nothing  at  all  to  do  with  it. 

Q.  Have  you  a  letter  addressed,  or  a  copy  of  a  letter  addressed, 
by  George  H.  Squire  to  William  T.  Cornell,  President  of  the 
Equitable  Trust  Company  under  date  of  March  6,  1903?  A.  Yes, 
sir.  ' 

MR.  HUGHES :  I  offer  that  letter  in  evidence. 

(Marked  Exhibit  200.) 

MR.  HUGHES  reads  Exhibit  No.  200. 

Q.  Have  you  the  letter  under  date  of  March  6,  1903,  received 
by  George  H.  Squire  from  William  T.  Cornell?  A.  No,  sir,  I 
have  not. 

Q.  (handing  paper)  Is  that  a  copy  of  it?  A.  I  cannot  testify 
to  that  because  I  never  saw  the  letter  as  I  know  of. 

MR.  HUGHES:  I  will  have  the  lettter  marked  for  identifi- 
cation. 

(Paper  marked  Exhibit  201  for  identification.) 

Q.  Have  you  had  instructions  to  look  upon  the  files  of  your 
company  for  the  original,  of  which  this  is  a  copy?  A.  Yes,  sir, 
I  have  looked. 

Q.  And  have  not  been  able  to  find  it  ?  A,  And  have  not  been 
able  to  find  it. 

Q.  Have  j-ou  the  copy  of  a  letter  written  by  George  H.  Squire, 
trustee,  to  A.  W.  Krech,  dated  April  12,  1904?    A.  Yes,  sir. 
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MR.  HUGHES :  I  offer  that  letter  in  evidence. 

(Paper  marked  Exhibit  202.) 

]\IR.  HUGHES  reads  Exhibit  No.  202. 

Q.  That  last,  "We  hereby  concur  in  the  above,"  was  signed  by 
William  H.  Mclntyre  and  Thomas  D.  Jordan,  was  it  not?  A.  I 
don't  know. 

Q.  Reference  is  made  to  paying  off  loans  made  to  George  H. 
Squire,  trustee.  Were  there  any  other  loans  besides  those  made 
on  the  particip'ations  in  the  Navigation  Syndicate  and  the  West 
Virginia  Central  and  Western  Maryland  purchase  syndicate?  A. 
Not  that  I  know  of. 

Q.  And  those  loans  were  transferred  on  the  participations  as 
collateral  to  the  name  of  Louis  M.  Bailey,  trustee,  in  accordance 
with  this  request?     A.  Yes. 

Q,  In  the  first  letter  of  March  6,  1903,  reference  is  made  to 
both  deposit  and  loan  accounts,  what  do  you  understand  to  be 
the  loan  account  referred  to?  A.  I  should  take  it  that  means- 
the  loans  on  these  syndicate  participations. 

Q.  Those  are  the  only  loans  that  you  know  of?  A.  Those  are 
the  only  loans  that  I  know  of. 

Q.  From  time  to  time  Mr.  Squire  would  acquaint  Mr.  Mcln- 
tyre with  the  state  of  the  account,  or  did  Mr.  Mclntyre  know  it 
without  such  information?  A.  From  time  to  time  Mr.  Squire 
used  to  advise  both  Mr.  Mclntyre  and  Mr.  Jordan. 

!\IR.  HUGHES  You  show  me  a  letter  from  Mr.  Mclntyre  to 
Mr.  Squire,  which  I  offer  in  evidence. 

m 

(Paper  marked  Exhibit  203.) 

MR.  HUGHES  reads  Exhibit  No.  203. 


Testimony  of  Henry  Rogers  Winthrop 

Q.  Have  you  any  further  information  regarding  the  Marcellus 
Hartley  Trustee  Account?     A.  No. 

Q.  Have  you  any  book  or  papers  relating  to  that?  A.  Nothing 
further,  sir. 

MR.  HUGHES:     Will  you  resume,  Mr.  Winthrop. 

H.  R.  WINTHROP,  resumes : 

BY  MR.  HUGHES : 

Q.  There  are  certain  questions  which  you  were  unable  to 
answer  yesterday,  which  I  would  like  to  have  you  answer  to-day, 
if  possible.  You  stated  yesterday  that  on  August  29,  1896,  a 
check  was  drawn  to  the  order  of  the  society  for  $23,919.44  as 
profits  on  the  participation  in  the  St.  Louis  &  San  Francisco 
Underwriting  Syndicate.  Have  you  traced'  that  payment?  A. 
As  far  as  we  now  can  ascertain,  the  amount  was  not  credited  on 
one  of  the  regular  books  of  the  society.  The  accountants  have 
that  fact  in  hand,  and  are  making  an  investigation,  and  we  are 
going  to  ask  the  syndicate  managers  to  show  us  the  cancelled, 
check  so  we  can  follow  it  through  the  endorsements. 

Q.  When  you  say  not  credited  on  the  regular  books  of  the 
society,  you  mean  to  say  that  you  do  not  find  the  deposit  of  that 
item  in  any  of  the  bank  books  of  the  society,  or  entered  on  any 
of  the  deposit  entries.  A.  We  do  not  find  it  entered  in  the 
books. 

Q.  Anywhere?     A.  Anywhere. 

Q.  You  said  regular  books.  Have  you  found  it  entered  in 
any  book?  A.  By  regular  books  I  mean  books  that  are  kept 
by  the  au4itor,  and  not  books  such  as  that  (indicating). 

Q.  Referring  to  this  Squire  book?     A.  Yes. 

Q.  Well,  it  is  not  entered  in  that?    A.  No. 
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Q.  And  it  is  not  entered  in  any  book  that  you  have,  whether 
regular  or  otherwise?    A.  No,  sir. 

Q.  You  were  also  asked  with  regard  to  the  checks  received 
from  the  Mercantile  Trust  Company  of  $21,906.50  on  April  30, 
1897,  and  $22,695.79  received  on  August  26,  1897.  Have  you 
traced  those  amounts?  A.  No,  sir.  The  answer  in  regard  to 
all  the  checks  which  we  were  unable  to  trace  yesterday,  the 
same  thing  applies  to-day.  We  have  no  further  information 
and  we  are  preparing  letters  to  the  trust  companies  and  to  the 
syndicate  managers,  asking  to  be  shown  the  cancelled  checks. 

Q.  Then  with  regard  to  all  the  checks  you  were  unable  to 
account  for  yesterday,  I  understand  you  can  now  say  that  the 
books  of  the  company  have  been  examined.  A.  Well,  they  were 
examined  hurriedly  last  night  and  this  morning,  and  we  got 
a  staff  of  people  going  through  them  again  to  make . 

Q.  We  may  assume  that  they  are  not  upon  the  company's  books 
subject  to  correction?     A.  Yes, 

Q.  In  case  you  should  find  that  any  item  has  been  over- 
looked  .     A.  Yes. 

Q.  You  will  acquaint  the  committee  at  once,  if  you  find  that 
this  item  or  any  of  the  items  appear  upon  the  books?  A.  Yes. 
Or  credited  to  some  other  account  by  an  error  in  bookkeeping. 

Q.  There  was  a  syndicate  which  you  were  unable  to  make  a 
statement  about  yesterday,  the  Union  Pacific  Reorganization 
Purchase  Money  Syndicate.     Have  you  the  data  at  hand  now? 

(Witness  produces  paper.) 

Q.  You  now  inform  me  that  the  entry,  Union  Pacific  Reor- 
ganization Purchase  Money  Syndicate  on  this  list.  Exhibit  157 
for  identification,  was  not  an  apt  entry,  that  really  there  were  a 
number  of  entries  relating  to  Union  Pacific  securities.  A.  Yes, 
sir. 

Q.  And  that  is  the  fact?  A.  And  all  relating  to  the  reorganiza- 
tion. 
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Q.  And  all  relating  to  the  reorganization.  Now,  the  first 
Union  Pacific  Syndicate  was  this  one  mentioned  at  the  beginning 
known  as  No.  i,  which  you  fully  explained  yesterday,  down  to 
the  point  that  a  profit  of  3750  shares  of  Union  Pacific  preferred 
stock  was  obtained,  but  you  did  not  state  what  the  result  of  the 
disposition  of  those  shares  was.  Are  you  now  able  to  state? 
A.  We  took  them  up  at  the  price  amounting  to  $229,968.75, 
thus  netting  the  society  a  profit  on  account  of  its  participation  in 
the  syndicate  of  $253,476.25. 

Q.  Which  was  duly  accounted  for  upon  the  books  of  the  com- 
pany?    A.  Yes. 

Q.  The  next  syndicate  in  Union  Pacific  you  have  called  the 
additional  $8,000,000  syndicate.  What  participation  had  the 
society?     A.  $375,000  through  the  Mercantile  Trust  Company. 

O.  Who  were  the  others  in  the  Mercantile  Trust  Company's 
participation  ?  A.  ^\'e  have  included  this  in  our — we  are  about  to 
write  to  them.  \A'e  had  not  included  this  in  our  original  letter 
to  the  Mercantile  Trust  Company  specificall}',  as  to  the  participa- 
tion. 

Q.  So  at  present  you  do  not  know?     A.  No. 

O.  AA'hat  was  the  total  allotment  to  the  Mercantile  Trust 
Company?    A,  We  do  not  know  as  yet. 

Q.  The  society,  receiving  a  participation  of  $375,000,  made  pay- 
ment to  that  amount  on  call  and  received  bonds  at  par  for  $3S7j" 
583  and  also  a  bonus  of  1,250  shares  which  were  disposed  of,  mak- 
ing an  additional  profit  of  how  much?    A.  $58,968.25. 

O.  That  is  accounted  for  in  the  company's  books?    A.  Yes. 

O.  Now,  the  next  Union  Pacific  syndicate  was  styled  as  you 
have  it  here,  Union  Pacific  Reorganization  Purchase  Money  Syn- 
dicate, and  the  participation  of  the  Equitable  was  how  much? 
A.  $2,900,  through  the  Mercantile  Trust  Company. 

Q.  Who  were  the  syndicate  managers  of  all  these  syndicates? 
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A.  I  believe  Kuhn,  Loeb  S.  Company  were  the  syndicate  managers 
in  all  but  one.    I  think . 

Q.  You  received  from  the  Mercantile  Trust  Company  a  par- 
ticipation of  $2,900,000,  what  was  the  total  allotment  to  the  Mer- 
cantile Trust  Company  ?    A.  I  don't  know. 

Q.  Who  were  your  partners  in  that  participation  of  the  Mer- 
cantile Trust  Company  ?    A.  We  do  not  know. 

Q.  The  following  payments  were  made,  aggregating  $2,900,- 
000,  you  say  on  your  statement,  from  December  3,  1897,  to 
January  23,  1898?    A.  Yes. 

Q.  And  certain  bonds  were  received  to  the  amount  of  the  sub- 
scription and  a  bonus  of  stock,  also  a  cash  commission,  and  the 
net  result  of  the  transaction  was  a  profit  of  how  much? 
A.  $912,825. 

Q.  What  bonds  did  the  Equitable  take  in  that  matter?  A. 
They 

Q.  They  took  $2,900,000  par  value,  did  they  not?  A.  Yes,  at 
par. 

Q.  Then  the  profit  that  it  made  on  the  transaction  was  in  the 
disposition  of  the  bonds  and  the  bonus  shares  of  stock  which  were 
received,  and  the  cash  commission?  A.  Yes. 

Q.  The  next  Union  Pacific  you  have  styled  as  the  Union  Pacific 
Collateral  Trust  Note  Syndicate.  That  apparently  came  through 
J.  P.  Morgan  &  Company  ?    A.  Yes,  sir. 

O.  Did  you  get  the  participation  directly?  A.  Apparently  we 
did. 

Q.  And  how  much  was  it?    A.  $500,000. 

Q.  What  persons  connected  with  the  Equitable  were  interested 
in  that  syndicate?    A.  We  do  not  know. 

Q.  You  have  not  yet  got  the  information  which  you  thought 
you  could  get  from  Kuhn,  Loeb  &  Company  on  that  point?  A. 
No,  the  information  from  the  various  bankers  has  not  been  re- 
ceived. 
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Q.  In  that  matter  the  society  did  not  put  up  any  money,  did  it? 
A.  No. 

Q.  And  it  got  a  cash  profit,  and  also  a  profit  in  preferred  stock, 
making  a  total  of  $43,475.29,  which  it  realized  from  its  cash 
profits  and  the  disposition  of  the  stock.    A.  Yes. 

Q.  Then  there  was  another  syndicate  of  Union  Pacific  stock, 
assessments  guaranteed  syndicate.  That  came  from  Kuhn,  Loeb 
&  Company  ?  A.  No,  it  came  through  the  Mercantile  Trust  Com- 
pany. 

Q.  But  the  syndicate  managers  were  Kuhn,  Loeb  &  Company? 
A.  I  believe  so. 

Q.  Do  you  know  what  the  Mercantile  Trust  Company's  par- 
ticipation was?    A.  No,  sir. 

Q.  But  the  society,  through  it,  got  a  participation  of  $500,000? 
A.  Yes. 

Q.  And  did  not  put  any  money?    A.  No. 

Q.  And  got  a  cash  commission  of  five  per  cent,  amounting  to 
$25,000?    A.  Yes. 

Q.  So  that  everybody  that  went  into  that  syndicate  to  the  ex- 
tent of  $500,000  without  putting  up  any  money  got  $25,000? 
A.  Yes. 

Q.  Now,  who  were  in  it?  A.  I  don't  know.  Now,  the  next 
sheet  is  just  what  they  worked  out  to  explain  the  interests  which 
were  on  our  books  in  relation  to  the  syndicate.  Apparently  it 
was  not  the  syndicate  at  all,  but  we  have  given  you  all  the  facts. 

Q.  These  pages  you  now  hand  me  are  a  recapitulation  of  the 
results  of  these  various  transactions?    A.  Yes,  sir. 

Q.  Showing  what  bonds  the  Equitable  took,  what  was  done 
with  them,  what  moneys  were  made,  and  how  the  profits  were 
treated  upon  the  various  accounts?    A.  Yes. 

MR.  HUGHES :  Those  two  pages  I  offer  in  evidence. 

(Marked  Exhibit  204  A  and  204  B.) 
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Q.  Have  you  been  able  to  find,  since  the  adjournment,  any 
entry  of  the  authorization  of  the  division  of  the  Equitable  Society 
of  its  participation  in  the  Chicago,  Burlington  &  Quincy  purchase 
syndicate?  A.  I  have  not  looked  through  the  books  again.  I 
took  the  statement  from  the  people  who  had  looked  through  them 
that  they  had  not  found  it. 

Q.  So  we  may  assume,  until  the  contrary  appears,  that  there 
was  no  authorization.  A.  I  will  make  a  personal  examination 
and  report. 

Q.  I  wish  you  would  make  the  efforts  to  ascertain  who  made 
that  division,  what  officer  did  it,  and  under  what  authority.  Have 
you  any  further  information  than  you  had  yesterday  as  to  the 
various  matters  which  were  the  subject  of  inquiry?  A.  Well,  I 
have  been  told  that  the  Pittsburg  &  Toledo  is  a  road  that  is  about 
to  be  built  connecting  the  Wabash  Railroad  with  the  City  of  Pitts- 
burg. 

Q.  It  is  a  road  about  twenty  miles  long,  is  it  not?  A.  I  think 
so.  with  very  valuable  terminal  properties. 

Q.  Dependent  wholly  upon  the  plans  of  the  management  of  the 
road  which  it  connects  ?    A.  Yes. 

Q.  Having  no  value  in  itself  as  a  money  making  proposition, 
aside  from  its  connections  with  two  important  lines  of  roads? 
A.  And  valuable  properties  that  it  owns. 

Q.  Do  you  know  what  those  properties  are?    A.  No,  sir. 

Q.  I  have  asked  you  to  produce  a  record  of  the  stock  transferred 
from  June  1st  to  September  7th,  1905,  and  you  have  produced 
such  a  record,  which  I  understand  is  a  correct  statement  taken 
from  the  books?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence,  together  with  the  accom- 
panying explanatory  statement,  which  has  been  furnished  by  the 
company. 

(Papers  marked  Exhibits  205  and  206.) 

1207 


Testimony  of  Henry  Rogers  Winthrop 

MR.  HUGHES:  Record  of  stock  transfers  from  June  1st  to 
September  7,  1905,  inclusive. 

It  appears  that  on  June  13th  there  was  a  transfer  of  342  shares 
to  Thomas  F.  Ryan,  June  21st,  a  transfer  of  342  shares  from 
Thomas  F.  Ryan  to  Grover  Cleveland,  etc.,  as  trustee. 

June  2 1  St  a  transfer  of  5  shares  from  Melville  E.  Ingalls  to 
Paul  Morton. 

June  24th  a  transfer  of  8  shares  from  Jane  R.  Phillips,  4  shares 
to  John  D.  Bryant,  and  4  shares  to  Harrison  &  Smith.  July  15th 
a  transfer  of  5  shares  from  William  H.  Baldwin,  Jr,,  to  Franklin 
H.  Hazleton. 

July  17th  a  transfer  of  15  shares  from  H.  R.  Winthrop,  5  shares 
to  George  J.  Gould,  5  shares  to  Levi  P.  Morton,  5  shares  to 
Thomas  T.  Eckert. 

July  17th  a  transfer  of  5  shares  from  A.  J.'Cassatt  to  Valentine 
P.  Snyder. 

July  17th  a  transfer  of  45  shares  from  W.  B.  Bremner  as 
follows :  5  shares  to  F.  W.  Roebling,  5  shares  to  J.  J.  Albright ; 
5  shares  to  E.  B.  Thomas,  5  shares  to  Joseph  Bryan,  5  shares  to 
Thomas  Spr-att,  5  shares  to  Nevada  N.  Stranahan,  5  shares  to 
D-Cady  Herrick,  5  shares  to  Nicholas  Murray  Butler,  5  shares  to 
Charles  H.  Zehnder ;  also  five  shares  from  Thomas  D.  Jordan  to 
Paul  Morton. 

July  1 8th  a  transfer  of  160  shares  from  various  individuals  to 
Grover  Cleveland  and  others,  trustees. 

On  July  20th  a  transfer  of  5  shares  from  H.  R.  Winthrop'to 
Sir  William  C.  Van  Home. 

July  25th  a  transfer  of  5  shares  from  Nevada  N.  Stranahan  to 
W.  B.  Bremner. 

July  25th  a  transfer  of  5  shares  from  W.  B.  Bremner  to  H.  R. 
Winthrop. 
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July  26th  a  transfer  of  5  shares  from  Charles  B.  Alexander 
to  Samuel  M.  Inmao. 

July  26th  a  transfer  of  5  shares  from  Sidney  Dillon  Ripley 
to  James  H.  Hyde. 

(Exhibit  No.  205.) 

MR.  HUGHES :  The  statement  accompanying  this  transfer 
and  explanatory  of  it,  furnished  the  Committee,  is  Exhibit  No. 
206. 

Q.  Prior  to  the  making  of  the  transfers  to  which  allusion  is 
here  made,  you  were  the  registered  owner  of  27  shares  of  the 
stock  of  the  company?     A.  Yes,  sir. 

Q.  The  actual  owner  of  those  shares  was  who?  A.  I  don't 
know. 

Q.  There  was  some  testimony  taken  before  superintendent 
Hendricks  on  that  point?  A.  At  that  time  I  testified  that  I 
believed  James  H.  Hyde  was  the  owner,  because  I  paid — handed 
over  the  checks  for  the  dividends  to  him  endorsed  in  blank. 
Superintendent  Hendricks'  reports  that  those — that  other  infor- 
mation that  he  received  showed  that  those  shares  were  owned  by 
Mr.  Charles  B.  Alexander  and  Mr.  Jordan. 

Q.  And  the  same  is  true  of  the  45  shares  of  Mr.  W.  B.  Bremner 
to  which  allusion  is  made  in  this  statement  ?     A.  Yes,  sir. 

Q.  For  the  purposes  of  the  record  I  desire  now  to  direct  your 
attention  to  certain  transactions  relating  to  compensation  of 
officers  of  the  Society.  In  February,  1888,  Henry  B.  Hyde  was 
the  president,  and  James  W.  Alexander  was  the  Vice-President 
of  the  Society,  and  they  continued  to  hold  their  offices  until  the 
death  of  Mr.  Hyde  in  1899?     A.  Yes,  sir. 

Q.  Will  you  state  whether  on  the  2d  day  of  February,  1888, 
the  Finance   Committee  of  the   Society  passed  the  resolutions 
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which  I  now  show  you?    A.  It  doesn't  appear  in  full  on  our 
miinutes. 

Q.  You  understand  that  there  is  a  claim  that  there  was  a 
special  minute  of  the  character  now  shown  you  adopted  at  that 
meeting  which  is  not  spread  in  full  upon  the  books  of  the  Society? 

A.  The  minutes  of  the  Finance  Committee  of  February  2,  1888, 
have  the  following  minute : 

"The  compensation  of  certain  officers  of  the  Society  was  con- 
sidered and  a  special  minute  in  relation  thereto  was  adopted  and 
ordered  to  be  filed." 

Q.  Have  you  seen  the  original  of  that  special  minute?  A.  I 
have  seen  the  original  of  the  special  minute  relating  to  H.  B. 
Hyde. 

Q.  Yes.  A.  I  have  never  seen  the  one  relating  to  James  W. 
Alexander. 

Q.  And  who  showed  you  the  minute  relating  to  Mr.  Henry 

B.  Hyde's  interest?  A.  It  was  furnished,  to  me  to  show  Mr. 
Morton  by  Mr.  Mclntyre,  and  we  then  made  a  copy  of  it  and 
returned  the  original  to  him.  It  has  either  been  shown  to  Mr. 
Morton  or  to  Mr.  Macfarlane  who  was  employed  as  special  coun- 
sel in  this  case. 

Q.  And  do  you  know  by  whom?  A.  Mr.  Henry  M.  Alexander, 
I  believe. 

Q.  Now,  is  this  the  minute  purporting  to  have  been  adopted  in 
the  meeting  of  February  2,  1888,  of  the  Finance  Committee,  which 
was  presented  by  Mr.  Mclntyre  as  relating  to  Mr.  Hyde? 
A.  Yes,  sir. 

MR.  HUGHES  reads  Exhibit  No.  206A. 

Q.  Subsequently  was  there  an  agreement  executed  in  the  form 
now  shown  you  in  behalf  of  the  Society  with  Henry  B.  Hyde? 
A.  Yes,  sir. 
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MR.  HUGHES  reads  Exhibit  No.  206B. 

Q.  And  is  this  the  special  minute  that  was  presented  with 
reference  to  Mr.  Alexander's  interests  ?  A.  I  believe  so.  I  have 
never  seen  the  original  of  this  one. 

Q.  This  is  embraced  in  Mr.  MacFarlane's  opinion?  A.  Yes, 
sir. 

Q.  We  may  assume   it  to  be  correct?  A.  Yes,   sir. 

:\IR.  HUGHES  reads  Exhibit  No.  206C. 

Q.  And  thereupon  the  agreement,  under  date  of  November  6th 
with  Mr.  Hyde,  the  one  already  mentioned  and  what  is  now  shown 
you,  was  entered  into  with  Mr.  Alexander?     A.  Yes,  sir. 

MR.  HUGHES  reads  Exhibit  No.  206D. 

Q.  Now,  the  minutes  as  they  appear  in  your  books  of  that  meet- 
ing are  as  stated  in  this  paper?     A.  Yes,  sir. 

MR.  HUGHES  reads  Exhibit  No.  206E. 

Q  What  action  has  been  taken  by  the  Society  with  regard  to 
these  payments  mentioned  in  the  two  agreements.  A.  At  a 
meeting  of  the  Board  of  Directors  recommendations  in  that 
opinion  Vv-ere  adopted,  that  is,  that  compensation  be  disallowed. 

Q.  And  when  you  refer  to  an  opinion,  you  mean  the  opinion 
of  the  counsel  retained  by  the  society,  Mr.  Wallace  Macfarland. 
A.  Mr.  Macfarland,  yes,  sir. 

Q.  And  what  you  mean  by  the  recommendations  in  that 
opinion  in  short  is  that  the  payments  should  be  discontinued? 
A.  Yes,  sir. 

Q.  And  the  ag'reements  cancelled.  That  is  it,  is  it  not  ?  A.  No, 
sir. 
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Q.  I  mean  you  denied  responsibility  upon  it?  A.  Denied  any 
further  responsibility. 

Q.  This  paper  now  shown  you  is  a  summary  of  the  ■  George 
H.  Squire  Trustee  Account  as  it  appears  in  the  books,  Exhibit 
192  for  identification,  kept  by  Mr.  Greaves?  A.  This  is  just  a 
copy  of  it,  that  is  all. 

MR.  HUGHES :     You  may  step  aside. 

HENRY  GREAVES,  recalled. 

BY  MR.  HUGHES: 

O.  This  that  you  now  produce  is  a  statement  taken  from  the 
book,  Exhibit  192  for  identification,  showing  the  moneys  which 
you  entered  in  that  book  to  the  credit  of  the  George  H.  Squire 
Trustee  Account,  and  those  which  were  debited  against  that 
account  and  furnishing  a  complete  transcript  of  that  account  as 
it  appears  in  your  book?     A.  Yes,  sir. 

MR.   HUGHES:     I   offer  that  ih  evidence.  ■■■ 

(Marked  Exhibit  207.) 

MR.  HUGHES:     Mr.  Perkins,  will  you  take  the  stand. 

GEORGE  W.  PERKINS,  recalled. 

THE  WITNESS :  May  we  take  up  unfinished  business,  Mr. 
Hughes  ? 

BY  MR.  HUGHES: 

0.  That  is  my  intention.     The  first  thing  I  would  like  to-di- 
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rect  your  attention  to  is  the  matter  of  the  International  Navigation 
.Syndicate  which  was  brought  out  the  other  day  in  the  examina- 
tion of  an  officer  of  the  Equitable  Life  Assurance  Society  that 
the  society  was  the  purchaser  of  certain  Navigation  bonds  at 
921/2-  I  have  been  informed  since  by  you  and  by  others,  that 
the  syndicate  there  referred  to  was  an  entirely  different  syndi- 
cate. Do  you  desire  to  make  any  statement  with  regard  to  that? 
A.  I  thank  you  very  much.  I  should  like  to.  That  was  an 
entirely  different  syndicate,  a  syndicate  formed,  I  think,  some- 
thing like  eighteen  months,  possibly  two  years,  after  the  Mercan- 
tile Marine  Syndicate,  and  to  take  six  millions  or  thereabouts  of 
bonds,  of  one  of  the  subsidiary  companies  of  the  Mercantile 
Marine  Company.  And  these  bonds,  the  syndicate  participants, 
received  at  the  price  stated  by  Mr.  Winthrop,  namely:  921/2, 
and  in  that  syndicate  the  New  York  Life  had  no  interest  what- 
soever.    Quite  a  different  undertaking  entirely. 

Q.  Those  bonds  in  that  syndicate  in  which  the  Equitable  were 
interested  were  worth  about  921/2  at  the  time  they  took  them? 
A.  Yes,   sir.     That  was  the . 

Q.  And  what  were  the  bonds  called  for,  or  the  participation 
certificates,  in  the  principal  syndicate,  worth  at  that  time?  A. 
Well,  I  really  don't  know.  Let  me  see,  1903— participation  cer- 
tificates in  a  syndicate  never  have  any  market  value;  they  are 
never  quoted,  and  in  my  experience  I  believe  it  is  the  custom 
of  all  parties  in  syndicates  to  regard  their  participations  to  be 
worth  par  until  the  syndicate,  whatever  it  may  be,  is  liquidated, 
or  at  whatever  price  they  pay  for  it.  I  say  par  as  I  mean  the 
par  value  of  the  cash  put  into  it.  If  that  cash  was  92I/2,,  then 
that  would  be  the  value,  or  if  they  withdrew  the  bonds  then  it 
would  be  the  value  of  the  bonds. 

Q.  Were  any  bonds  outstanding  of  the  class  referred  to  in  that 
syndicate  transaction  of  the  International  Mercantile  Marine? 
A.  You  mean  in  the  six  million  dollar  syndicate? 
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Q.  No.     I  mean  the  principal  syndicate.     A.  At  that  time? 

Q.  Yes.    A.  Not  that  I  know  of,  sir. 

O.  And  so  far  as  you  know,  there  were  no  quotations  for  in- 
terests in  the  syndicate  at  that  time?    A.  No,  sir. 

Q.  Have  you  produced  the  certificate  of  participation  that  the 
New  York  Life  Insurance  Company  had  on  December  31st,  1903, 
in  the  International  Navigation  Syndicate?  A.  This  memoran- 
dum has  been  prepared  on  that.  We  had  the  regular  original 
syndicate  participation  receipt — the  New  York  Life  had  of  J.  P. 
Morgan  &  Company.  This  was  surrendered  on  December  31st, 
1904,  for  a  similar  participation  receipt  which  we  exhibited  to  you 
when  I  was  last  on  the  stand. 

Q.  What  certificate  of  participation  did  the  New  York  Life 
have  on  December  31st,  1903?  A.  The  regular  participation  re- 
ceipt of  J.  P.  Morgan  &  Company. 

Q.  For  how  much?  A.  I  don't  know,  but  they  can  get  that 
easily  enough. 

Q.  I  want  to  see  that  original  participation  syndicate.  A.  Mr. 
Mattison,  can  you  get  that? 

MR.  HUGHES  :  Have  you  got  it  here? 

MR.  MATTISON:  I  have,  sir,  the  one  that  we  had  here  the 
other  day. 

MR.  HUGHES:  Well,  that  is  the  one  that  you  received  on 
December  31,  1904,  or  which  you  surrendered  at  that  time? 

THE  WITNESS:  Of  course,  we  have  surrendered  the  other 
one,  Mr.  Hughes. 

Q.  I  know  that,  but  J.  P.  Morgan  &  Company  have  it  and  I 
asked  for  it  quite  distinctly.     A.  I  didn't  understand  it.     Very 
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good.  I  think  we  can — that  is  a  cancelled  certificate  and  we  can 
get  that.    Very  good. 

Q.  I  understand  that,  but  want  to  know  what  you  had  on 
December  31st,  1903,  the  original  document.  A.  Very  good.  Mr. 
Mattison,  remember  that,  and  we  can  bring  it  this  afternoon. 

Q.  There  was  one  other  matter  in  regard  to  that  Navig'ation 
Syndicate  which  I  think  I  asked  you  for,  and  that  was,  was  there 
any  minute  or  resolution  of  any  Committee  authorizing'  the  sale 
to  J.  P.  Morgan  &  Company  of  $800,000  of  that  participation  on 
December,  31,  1903?  A.  There  was  no  resolution  offering  the — 
confirming — .or  authorizing  that  sale  to  J.  P.  Morgan  &  Company. 
It  was  generally  understood  by  the  Committee  that,  when  we  got 
that  extra  $800,000  that  we  were  to  sell  it  and  it  was  in  my  hands 
for  sale,  as  I  have  previously  described. 

Q.  Was  there  any  authorization  or  approval  of  your  action  in 
buying  back  the  $800,000  interest  on  January  2,  1904?  A.  No, 
sir;  there  was  no  authorization  for  that. 

Q.  And  no  approval  of  it?  A.  No  approval  of  that,  because 
that  was  made  as  I  have  explained  before,  in  a  general  plan  to 
realize  the  largest  sum  I  could  for  that  participation. 

O.  Well,  you  have  answered  the  question.  A.  Well,  I  would 
like  to  say  also  why  I  did  it. 

Q.  Now,  the  next  matter  that  I  referred  to  was  purchases  on 
December  31st,  1902,  from  J.  P.  Morgan  &  Company,  as  follows : 

Chicago,   Burlington  &  Quincy,   Illinois   Division 

3y2's  at  96 $500,000 

Paid 480,000 

Northern  Pacific,  Prior  lien  4's 1,500,000. 

at  102,  Paid 1,530,000 

C.  C.  C.  &  St.  Louis  4's 2,000,000 

at  97.66,  Paid  1,953.333-33 
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Those  in  fact  were  all  purchased  on  December  31,  1902,  and 
the  prices  stated  were  paid  to  J.  P.  Morgan  &  Company.  A.  Yes, 
sir.    I  have  a  statement  of  that,  Mr.  Hughes. 

Q.  Were  those  purchases  from  J.  P.  Morgan  &  Company 
authorized  by  the  Committee  ?  A.  Yes,  sir.  May  I  read  the  state- 
ment I  prepared  about  that?    I  think  it  makes  it  clear. 

Q.  Yes.  A.  On  September  8,  1902,  I  was  authorized  by  the 
Finance  Committee,  as  Chairman,  to  buy  up  to  $5,000,- 
000  at  par  value  of  a  forthcoming  issue  of  St.  Louis  Ter- 
minal 4  per  cent  bonds  at  102  less  one  per  cent.  I  bargained  for 
these  bonds  and  finally  bought  four  millions  at  par,  which  was  one 
per  cent,  or  $40,000  better  than  my  instructions  from  the  Finance 
Committee.  As  it  was  our  practice  where  an  engagement  is 
entered  into,  this  $4,000,000  was  reserved  for  the  purpose  of  tak- 
ing up  these  bonds  and  was  not  considered  liquid  cash,  but  in- 
vested cash. 

Q.  Will  you  stop  there  a  moment,  Mr.  Perkins,  and  tell  me  how 
you  reserved  such  an  amount  ?  A.  Well,  we  have  a  little — a  sheet 
about  as  long  as  that  (indicating)  that  comes  before  the  Finance 
Committee  at  each  meeting,  that  shows  the  cash  in  bank  and  cash 
— obligations  we  are  under  for  cash,  etc.  That  was  indicated 
always  on  our  sheet  to  show  the  Committee  what  available  cash 
we  had  as  working  capital.  The  understanding  was  that  these 
bonds  were  to  be  delivered  to  us  on  or  before  the  end  of  the  year. 
Unexpected  delays  came  in  connection  with  legal  matters  in  the 
completion  of  these  bonds,  as  they  were  to  be  jointly  guaranteed 
by  the  Big  Four,  the  St.  Louis,  Vandalia,  Terra 
Haute,  the  Missouri  Pacific,  the  St.  Louis,  I.  M.  and 
Southern  Railway,  the  Wabash,  Baltimore  &  Ohio,  and 
Louisville  and  Nashville,  St.  Louis  &  San  Francisco 
Chicago,  Rock  Island  &  Pacific,  the  Southern  Railway,  the  Illinois 
Central,  Chicago  &  Alton,  C.  B.  &  Q.,  Missouri,  Kansas  &  Texas, 
and  we  considered,  of  course,  it  an  extremely  valuable  bond.  The 
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delivery  was  not  made  up  to  the  close  of  the  year,  and  the  com- 
pany insisted  on  its  money  being  invested  on  a  four  per  cent, 
basis,  and  took  from  J.  P.  Morgan  &  Company,  against  the  four 
million  dollars  of  St.  Louis  Terminals,  the  three  items  above 
mentioned  aggregating  four  miUion  of  dollars,  and  all  paying 
four  per  cent.,  excepting  the  C.  B.  &  Q.,  Illinois  Division,  sVa's, 
and  the  diflference  between  this  31/0  on  said  bonds  and  the  four 
per  cent,  was  paid  over  to  the  New  York  Life  Insurance  Com- 
pany by  Morgan  &  Company,  to  make  the  original  contract  of  a 
four  per  cent,  investment  good.  On  the  i6th  of  February  in 
the  following  year  Morgan  &  Company  were  able  to  deliver  the 
four  millions  of  completed  St.  Louis  Terminal  bonds,  as  above 
contracted  for,  and  we  then  returned  to  Morgan  &  Company 
$500,000,  Illinois  Division  31/2,  and  a  million  and  a  half  Northern 
Pacific,  prior  lien  4's,  at  the  identical  price  at  which  we  had  taken 
them,  having  had  four  per  cent,  on  our  money  meanwhile.  On 
April  29th,  we  returned  the  two  millons  of  the  Big  Fours  at  the 
same  price  at  which  we  had  taken  them,  having  had  four  per  cent, 
on  that  money  meanwhile.     This  completed  the  transaction. 

Q.  Will  you  let  me  see  the  statement?     A.  Yes,  sir. 

Q.  What  form  did  that  purchase  of  $4,000,000  at  par  St.  Louis 
Terminal  bonds  take  ?  A.  I  think  I  have  stated  it  took  the  form 
of  authority  given  me  by  the  Finance  Committee  to  buy  $5,000,000 
par  value  of  these  bonds  at  102,  less  one  per  cent.,  but  I  suc- 
ceeded in  buying  them  at  par — 101,-less  one  per  cent. 

Q.  That  was  the  transaction?    A.  Yes,  sir. 

Q.  And  your  agreement  to  buy  $4,000,000  bonds,  was  it  verbal 
or  written?  A.  Well,  I  think — it  may  have  been  written,  and  it 
may  have  been  verbal.  Sometimes  contracts  are  written;  some- 
times they  are  verbal. 

Q.  You  have  no  recollection  as  to  which  this  was?  A.  No,  sir. 

Q.  With  whom  did  you  make  the  agreement?  A.  How  do 
you  mean? 
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Q.  With  what  individual?  A.  Well,  I  don't  recall.  I  knew, 
of  course,  about  the  purchase  of  the  bonds  by  Morgan  &  Com- 
pany, and  considered  them  very  desirable,  and  I  brought  the 
matter  to  the  attention  of  the  New  York  Life  Insurance  Com- 
pany. 

Q.  Well,  did  you  make  this  agreement  with  any  other  person 
than  yourself?  A.  I  don't  recall  whether  I  talked  it  over  with 
any  one  else  in  the  Morgan  firm.  Probably  I  did  with  the  other 
partners,  but  quite  likely,  as  I  have  done  in  other  instances,  I 
made  the  transaction  myself. 

Q.  You  are  unable  at  the  present  moment  to  state  that  you 
made  it  with  any  other  person  than  yourself.  A.  No.  I  should 
say  that  I  conducted  the  transaction  there  as  I  have  many  other 
transactions  as  a  member  of  the  firm. 

Q.  Did  any  other  person  on  behalf  of  the  New  York  Life 
Insurance  Company,  besides  yourself,  engage  in  this  matter  on 
its  behalf  ?     A.  Yes,  sir ;  the  members  of  the  Finance  Committee.- 

Q.  In  their  authorization?     A.  Yes,  sir. 

Q.  But  in  the  actual  conduct  of  the  transaction  in  making  the 
agreement  of  purchase,  did  any  other  person  of  the  New  York 
Life  Insurance  Company  act  on  its  behalf  besides  yourself?  A. 
Well,  I  suppose  after  the  Finance  Committee  had  given  me 
authority  to  buy  these  bonds  at  102,  less  one,  and  I  bought  them 
at  102,  less  2,  that  the  Finance  Committee  thought  probably  that 
I  at  least  carried  out  their  instructions,  having  saved  $40,000 
over  what  they  were  willing  to  pay  for  the  bonds. 

Q.  Now,  will  you  kindly  answer  the  question.  A.  Did  I  not 
answer  it? 

Q.  No,  sir.     A.  Please  ask  it  again. 

MR.  HUGHES:     Read  it. 

(Question  read  by  the  stenographer.) 
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A.  I  have  already  stated  that  the  Finance  Committee  acted  on 
the  whole  transaction,  and  as  that  minute  here  shows,  referred  it 
to  me  with  power  to  buy  them  at  102,  less  i. 

Q.  Mr.  Perkins,  you  thoroughly  understand  my  question. 
You  have  said  that  the  Committee  authorized  it,  and  it  has  been 
very  clearly  put?     A.  Yes,  sir. 

Q.  Now,  when  you  entered  into  the  transaction  of  making 
this  agreement  pursuant  to  that  authorization,  did  you  solely  act 
on  behalf  of  the  New  York  Life,  or  did  any  other  officer  act  on 
its  behalf  with  you?  A.  This  minute,  sir,  shows  that  I  acted 
and  made  the  trade. 

Q.  You  did  it?  A.  The  details  of  taking  the  securities,  and 
the  bookkeeping,  if  that  is  what  you  are  getting  at,  of  course  I 
never  do. 

Q.  That  is  not  what  I  am  getting  at.  I  am  talking  about  the 
agreement  of  making  the  purchase  with  J.  P.  Morgan  &  Com- 
pany. Did  anybody  beside  yourself  act  in  making  the  agree- 
ment of  purchase?  A.  The  original  memorandum  I  had  says 
clearly  that  I  bargained  for  the  bonds,  and  finally  bought  four 
millions  at  par,  which  was  i  per  cent.,  or  $40,000,  better  than 
my  instructions  from  the  Finance  Committee. 

Q.  I  say  now,  when  you  bargained  for  the  bonds,  did  you 
bargain  for  them  with  any  person  other  than  yourself?  A.  I 
can't  recollect,  but  I  think  I  did  it  myself,  probably.  I  would  like 
to  call  attention,  Mr.  Hughes,  to  the  fact  that  in  these  transac- 
tions, I  acted  under  an  agreement  with  the  policyholders  of  the 
New  York  Life  Insurance  Company  to  represent  them,  and  do 
my  best  for  them  at  a  salary  of  $25,000,  and  I  have  done  it. 

Q.  Now  then,  when  you,  as  a  result  of  this  negotiation,  entered 
into  an  agreement  to  obtain  $4,000,000  at  par  of  these  bonds,  as 
I  understand  it,  before  the  end  of  the  year,  it  became  apparent  that 
J.  P.  Morgan  &  Company  were  unable  to  make  delivery?  A. 
Quite  right. 
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Q.  What  memorandum  or  paper  did  the  New  York  Life 
Insurance  Company  have  to  show  that  J.  P.  Morgan  &  Company 
had  agreed  to  make  that  delivery  before  the  end  of  the  year?  A. 
I  don't  know  that  we  have  any  memorandum,  but  agreements  of 
that  sort  among  banking  houses  and  financial  institutions  are  just 
as  binding  by  word  of  mouth,  as  by  ag'reement,  as  you  doubtless 
know. 

Q.  Well,  this  hardly  required  a  word,  because  you  were  dealing 
with  yourself.  A.  I  beg  pardon,  I  was  representing  the  New  York 
Life  in  this  transaction  with  Morgan  &  Company. 

Q.  Undoubtedly,  but  I  am  talking  about  the  actual  physical 
occurrences,  apart  from  such  limitations.  A.  That  would  have 
been  stated,  as  all  transactions  of  this  sort  are,  to  Mr.  Randolph, 
who  keeps  the  records  of  all  such  transactions. 

O.  That  is  what  I  want  to  get  at.  When  this  agreement  was 
made  to  buy  four  million  of  bonds  what  was  there  to  show  there 
was  such  an  agreement  on  the  records  of  the  New  York  Life? 
A.  Either  a  statement  verbally  to  Mr.  Randolph,  who  was  the 
recording  officer  of  all  such  transactions,  or  it  may  have  been  a 
letter.    I  don't  know  as  to  that,  but  that  is  immaterial. 

Q.  Well,  the  first  point,  was  it  verbal  ?  A.  As  I  say,  sir,  I  do 
not  know,  but  whether  it  was  verbal  or  in  writing  it  existed. 

Q.  Are  you  able  to  point  now  to  any  memorandum  or  document 
on  the  records  of  the  New  York  Life  Insurance  Company  showing 
that  there  was  an  agreement  made  to  buy  four  million  of  these 
St.  Louis  Terminal  bonds  from  J.  P.  Morgan  &  Company?  A.  I 
am  not.  There  may  be  such  a  memorandum,  but  whether  there  is 
or  not,  the  treasurer  of  the  company  will  confirm  what  I  say,  if  it 
is  necessary  to  question  my  words  on  that  subject. 

Q.  No,  we  are  not  questioning'  your  word,  but  we  are  trying  to 
get  at  the  cotu-se  of  business  and  we  are  trying  to  get  at  just  what 
happens  when  you  decide,  acting  for  the  policy  holders  on  the 
one  hand  and  acting  for  J.  P.  Morgan  &  Company  on  the  other 
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hand,  that  it  is  a  good  thing  for  the  New  York  Life  Insurance 
Company  to  buy  those  bonds,  just  what  record  of  the  transaction 
is  made  on  the  New  York  Life's  books?  A.  In  each  and  every 
case  a  record  is  made  or  I  report  it  at  once  to  the  treasurer,  and 
in  no  case  have  I  ever  followed  out  the  details  of  the  transaction 
after  negotiating  it.  For  instance,  although  I  have  authority  to 
draw  checks  under  the  By-laws  I  have  never  drawn  checks.  I 
have  felt  that  the  supervising  officer,  the  treasurer  who  is  respon- 
sible for  the  handling  of  the  securities,  is  the  one  to  handle  that 
part  of  the  business,  so  the  officer  who  negotiated  it  and  the 
officer  who  handled  the  transaction  would  be  two  separate  people. 

Q.  You  put  it  in  the  alternative,  that  it  was  either  mentioned 
to  the  treasurer  or  there  was  some  record  of  it?    A.  Yes. 

Q.  If  there  was  any  record  of  it  who  would  have  made  that 
record?    A.  The  treasurer. 

Q.  And  he  would  have  made  the  record  on  the  basis  of  your 
statement  to  him  ?  A.  Yes,  sir — I  beg  your  pardon,  Mr.  Hughes, 
on  the  basis  of  my  statement  that  I  closed  the  transaction,  at  one 
per  cent  better  than  my  instructions  from  the  Finance  Committee, 
who  gave  me  the  authority. 

Q.  Well,  whatever  it  was,  better  or  worse,  he  would  make  it  as 
you  told  it  to  him  ?  A.  As  I  told  it  to  him,  complying  with  my  in- 
structions ;  he  had  both  the  instructions  and  the  result  of  my  in- 
struction. 

Q.  He  had  the  record  of  the  Finance  Committee's  action  and 
the  report  of  what  you  had  done  ?    A.  Yes. 

Q.  And  that  report  in  this  case  you  are  quite  sure  you  made 
to  him  ?    A.  Yes,  sir,  I  know  I  did,  and  he  remembers  it. 

Q.  Do  you  remember  about  when  you  made  that  report?  A. 
Yes,  sir,  at  the  time  of  the  transaction. 

Q.  Have  you  the  date  of  that?    A.  September,  1902. 

Q.  But  you  don't  know  whether  he  made  any  record  of  it  in  any 
book?    A.  No, -I  think  the  chances  are  that  he  did  not. 
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Q.  Of  course,  the  New  York  Life  was  just  as  much  bound  by 
that  as  J.  P.  Morgan  &  Company  ?    A.  Quite  so. 

Q.  So  they  had  entered  into  an  obligation  on  that  to  take  four 
million  of  bonds?    A.  Yes. 

Q.  And  it  would  be  appropriate  that  such  a  matter  should  not 
be  left  to  the  memory  of  officers  who  might  die,  but  there  should 
be  a  record  of  it?  A.  I  will  tell  you  where  the  record  undoubtedly 
did  appear,  that  is  the  record  of  our  engagements  right  along, 
showing  that  we  had  set  aside  four  million  dollars. 

Q.  That  is  a  good  suggestion  and  I  am  glad  you  have  made  it. 
A.  Those  memorandums  all  are  there. 

Q.  When  this  matter  came  up  towards  the  end  of  the  year  was 
there  any  special  reason  why  you  should  have  made  a  demand  on 
J.  P.  Morgan  &  Company  to  deliver  you  other  securities  when 
they  could  not  deliver  you  the  four  millions?    A.  Yes,  sir. 

Q.  They  were  perfectly  good,  were  they  not?  A.  I  think — I 
don't  think  it  is  proper  for  me  to  answer  that  question  among 
other  things. 

Q.  I  do  not  quite  understand  why  it  was  on  December  31st, 
1902,  you  should  be  so  anxious  to  get  from_J.  P.  Morgan  &  Com- 
pany something  in  the  nature  of  a  security  from  them?  A.  Be- 
cause we  had  set  this  aside  as  money  invested,  four  million  dollars. 

Q.  But  you  had  the  money?  A.  We  had  the  money,  but  we 
had  the  contracts  for  these  bonds  and  the  money  was  earning  us 
four  per  cent  and  we  wanted  securities  which  would  represent 
four  per  cent.  And  I  want  to  call  attention  to  the  fact  that  we 
made  J.  P.  Morgan  &  Company  deliver  us  those  securities,  and 
on  one  batch  which  only  gave  us  3%  per  cent  we  made  J.  P. 
Morgan  &  Company  make  up  the  difference  to  4  per  cent. 

Q.  When  were  they  to  deliver  you  these  under  the  original 
agreement?  A.  It  is  stated  here,  they  were  to  deliver  before 
the  first  of  the  year. 
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Q.  You  wanted  4  per  cent,  securities?  A.  Yes,  we  insisted 
upon  getting  them,  and  that  is  what  we  got. 

Q.  Had  you  any  memorandum  from  J.  P.  Morgan  &  Com- 
pany that  you  were  entitled  to  those  at  any  particular  date,  or  was 
that  embraced  in  the  treasurer's  memorandum  made  at  the  time 
of  your  report?  A.  That  would  be  embraced  in  the  treasurer's 
report. 

Q.  Has  he  some  record  of  it,  that  you  were  entitled  to  those 
before  the  end  of  the  year?  A.  No,  except  the  statement  given 
by  me,  that  was  the  record,  either  in  the  blotter  or  in  a  memor- 
andum, as  I  have  said  before,  Mr.  Hughes,  and  I  want  to  call  it 
to  your  attention,  a  verbal  agreement  between  bankers  and  any 
institution  to  which  they  sell  is  just  as  binding,  you  know,  as  any 
written  contract  is,  and  a  great  deal  of  that  business  is  done  in 
just  that  way. 

Q.  Of  course,  those  matters  are  settled  rather  quickly,  are 
they  not?  A.  Sometimes  they  are  and  sometimes  it  is  a  matter 
of  a  day  or  two. 

Q.  If  J.  P.  Morgan  &  Company  were  to  deliver  to  you,  the 
New  York  Life  Insurance  Company,  four  millions  of  bonds  by 
a  certain  time,  ordinarily  there  would  be  a  record  on  their  books 
of  that,  would  there  not?  A.  If  they  were  to  deliver  at  a  certain 
time? 

Q.  Yes.  A.  No,  there  might  be  no  record  of  a  matter  of  that 
sort. 

Q.  Suppose  you  had  suddenly  died,  what  would  J.  P.  Morgan 
&  Company  have  had  to  show  that  they  were  bound  to  deliver 
four  million  dollars  of  St.  Louis  Terminals?  A.  They  would 
have  had  the  memorandum  which  was  made  on  the  books,  that 
the  bonds  had  been  sold  at  that  price. 

Q.  There  would  be  that  memorandum?    A.  Yes. 

Q.  That  was  made  when?    A.  At  the  time  of  the  purchase. 

Q.  September  8?    A.  Somewhere  thereabouts. 
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Q.  That,  of  course,  you  can  produce,  and  I  should  Hke  that. 
A.  I  can  bring  you  the  entry  of  that  item. 

Q.  I  should  like  to  have  the  book  produced.  A.  No,  sir,  not 
the  book,  but  I  will  bring  you  the  entry.  You  are  talking  of 
J.  P.  Morgan  &  Company  now? 

Q.  Yes.     A.  I  will  bring  the  entry. 

Q.  I  want  the  book  containing  that  entry  produced.  A.  I 
cannot  say  as  to  that. 

Q.  Well,  we  shall  have  to  require  the-  production  of  it.  A. 
Very  good.     That  we  can  take  up  later. 

Q.  Now,  then,  this  went  over  into  1903,  and  when  was  it 
that  J.  P.  Morgan  &  Company  delivered  the  St.  Louis  Terminal 
4  per  cent,  bonds?  A.  I  think  the  memorandum  I  handed  you 
shows  that  it  was  on  the  i6th  of  February. 

Q.  Here  I  find  it  in  the  list  of  purchases,  Terminal  Railroad 
of  St.  Louis,  4  millions  of  bonds?  A.  Am  I  correct  about  that, 
February  i6th? 

Q.  Quite  correct,  at  loi,  cost  $4,040,000?     A.  Yes. 

Q.  Now,  on  that  day  you  delivered  back — pardon  me  a  minute 
— that  was  an  entire  compliance  with  the  agreement?  A.  That 
was  the  completion  of  that  negotiation;  yes,  sir. 

Q.  And  on  that  day  you  delivered  back  to  J.  P.  Morgan  & 
Company  the  C.  B.  &  Q.  Illinois  Division  3%'s  and  the  Northern 
Pacific  Prior  Lien  4's  aggregating  $2,000,000  in  par  value  and 
$2,010,000  in  cost  price?  A.  Yes,  we  delivered  those  back  at  the 
identical  price  we  had  taken  them  at. 

Q.  Can  you  explain  why  it  was  you  did  not  deliver  back  the 
C.  C.  C.  &  St.  L.  general  4's  at  two  million  which  you  had  re- 
ceived December  31,  1902?  A.  I  asked  Mr.  Randolph  about 
that  and  his  impression  is  that  we  kept  those  along,  debating 
whether  we  would  buy  them  or  not,  and  finally,  believing  we 
could  buy  them  cheaper,  and  having  the  arrangement  by  which 
we  could  deliver  them  back  to  J.  P.  Morgan  &  Company  at  the 
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original  price,  we  did  so  on  April  29th,  and  subsequently  we  did 
buy  some  of  those  bonds,  a  month  or  two  later,  at  a  lower  price, 
showing  our  judgment  in  that  matter  was  correct. 

Q.  But,  as  I  understand,  J.  P.  Morgan  &  Company  had  de- 
livered these  three  sets  of  securities  to  you  on  December  31, 
1902,  practically  as  security  for  the  performance  of  their  obliga- 
tion to  deliver  you  four  million  dollars  of  St.  Louis  Terminals  ? 
A.  They  delivered  them  in  lieu  of  the  others,  until  they  could 
deliver  the  others. 

Q.  And  when  they  delivered  the  others  they  were  entitled  to 
these  three  back?  A.  Yes,  but  as  I  say,  we  were  debating  the 
purchase  of  these. 

Q.  Well,  you  were  debating  the  purchase  of  them,  I  under- 
stand, but  you  had  already  in  form  bought  and  paid  for  them? 
A.  We  had  taken  them  in  lieu  of  the  other  bonds. 
Q.  You  had  taken  them?     A.  Yes. 
Q.  And  had  taken  the  others,  too?     A.  Yes. 
Q.  So,  instead  of  debating  it,  you  had  actually  consummated 
it,  and  when  the  time  arrived  at  which  J.  P.  Morg-an  &  Company 
would  have  been  entitled  to  a  redelivery  of  those,  you  kept  them 
and  did  not  redeliver  them?     A.  We  did  for  a  few  intervening 
weeks. 
Q.  Well,  for  a  period  of  more  than  two  months?     A.  Yes. 
O.  From  February  i6th  to  April  29th?     A.  That  is  right,  sir. 
Q.  When  on  February  i6th  these  securities  were  returned  to 
J.  P.  Morgan  &  Company,  with  the  exception  of  the  C.  C.  C.  & 
St.  L.'s,  you  yourself  thought  it  best  to  keep  those?     A.  No,  I 
was  not  interested  in  that  transaction. 

Q.  Who  did  attend  to  it?  A.  That  was — the  details  of  it  were 
taken  care  of,  as  I  have  described  before  in  all  such  transactions, 
by  Mr.  Randolph,  but  we  were  debating  the  question  of  whether 
we  would  keep  these  two  millions  and  we  finally  decided  not  to 
keep  them,  and  returned  them  to  J.  P.  Morgan  &  Company  at  the 
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price  they  were  originally  taken  for,  receiving  4  per  cent,  in- 
terest on  our  money  meanwhile,  and  then,  as  I  say,  our  judg- 
ment was  correct  in  that  we  should  not  have  kept  them,  because 
about  a  month  or  six  weeks  later  you  will  notice  we  bought  some 
of  these  very  bonds  at  one  per  cent,  less  than  we  returned  them 
to  J.    P.    Morgan   &   Company  at. 

Q.  Let  us  come  back  to  February  i6th,  1903,  when  you  got  the 
four  millions  of  bonds  from  J.  P.  Morgan  &  Company.  Normally 
under  the  agreement  to  which  you  have  testified,  you  should  have 
returned  all  those  securities. 

Q.  Now,  who,  what  officer  of  the  New  York  Life,  then  decided 
to  keep  the  C.  C.  P.  &  St.  Louis,  even  temporarily?  A.  Well,  J 
cannot  testify  from  memory  as  to  that. 

Q.  Was  it  you?    A.  I  don't  recollect. 

Q.  You  don't  remember?  A.  No,  sir,  I  don't  think  I  do,  but 
it  was  in  the  regular  course  of  business,  while  we  were  debating 
whether  we  would  keep  them  or  not. 

Q.  You  say  it  was  in  the  regular  course  of  business?  A.  I 
mean  in  this  respect,  we  always  have  on  hand  securities  that  we 
are  debating  as  to  whether  we  will  buy  or  will  not.  That  is  a  con- 
dition always  existing. 

Q.  In  this  case  you  had  securities  in  your  hand  for  which  you 
had  paid  ?  A.  And  which  we  could  return  to  J.  Pierpont  Morgan 
&  Company  at  our  option  at  the  original  price. 

Q.  What  you  were  debating  really  was  whether  you  would  keep 
them  or  return  them?  A.  Yes,  we  had  a  right  to  return  them 
at  the  original  price. 

Q.  Who  was  it  that  was  debating  that,  ordinarily,  in  the  ordi' 
nary  course  of  business  all  those  would  have  been  returned?  A 
No,  any  item  of  business  which  is  not  concluded  is  'a  business 
under  discussion,  and  this  was  one  of  the  unfinished  pieces  of 
business' that  we  had  not  decided  to  keep  them  or  return  them, 


1226 


Testimony  of  George  Walbridge  Perkins 

we  were  debating  it,  and  did  return  them  and  bought  them 
cheaper. 

Q.  You  can  answer  first  as  to  your  own  action  in  the  matter. 
On  February  i6th,  1903,  did  you  have  anything  to  do  with  the 
return  of  the  two  sets  of  securities  that  were  returned?  A.  No, 
sir,  it  was  a  routine  piece  of  business. 

Q.  Did  you  have  anything  to  do  with  the  retention  of  the 
C.  C.  C.  &  St.  Louis  bonds  ?  A.  I  did  in  that  we  were  all  discuss- 
ing whether  we  would  keep  them  or  not. 

Q.  At  that  time?    A.  Yes. 

Q.  With  whom  were  you  discussing  it?  A.  In  a  general  dis- 
cussion of  the  Committee. 

Q.  Was  it  brought  up  before  the  Committee?  A.  It  was  dis- 
cussed in  the  committee,  like  a  thousand  other  things.  It  may 
have  been 

Q.  Do  you  recall  any  particular  individual  with  whom  you  de- 
bated whether  they  should  be  returned  back  to  J.  P.  Morgan  & 
Co.  or  should  be  retained?  A.  Mr.  Hughes,  I  suppose  we  have 
had  probably  in  the  last  three  or  four  years  three  or  four  thousand 
or  maybe  eight  or  ten  thousand  transactions  like  this,  and  I  would 
not  pretend  to  charg'e  my  memory  with  each  one  in  detail. 

Q.  Then  your  answer  is  you  do  not  recollect?  A.  No,  my 
answer  is  as  I  have  made  it. 

Q.  And  it  is  as  I  have  construed  it?  A.  That  is  for  you  to 
construe. 

Q.  Yes.  Now,  you  referred  to  the  minutes  of  the  meeting  as 
not  disclosing  everything  necessarily  in  the  form  of  discussion 
that  takes  place.  Can  you  point  to  any  resolution  of  the  Finance 
Committee  which  takes  up  the  matter  of  the  acceptance  of  these 
three  securities  on  December  31st,  1902,  as  against  J.  P.  Morgan 
&  Company's  obligation  to  deliver  $4,000,000  of  St.  Louis  Ter- 
minals? A.  No,  sir,  there  is  no  supch  minute.  I  have  looked 
for  it. 


1227 


Testimony  of  George  Walbridge  Perkins 

Q.  What  officer  on  behalf  of  the  New  York  Life  took  up  the 
question  with  J.  P.  Morgan  &  Co.  that  these  three  securities 
should  be  accepted  provisionally  in  lieu  of  the  St.  Louis  Ter- 
minals? A.  Oh,  that  was  discussed  in  the  committee,  but  there 
is  no  record  of  it. 

Q.  What  officer  actually  took  up  the  negotiations  with  J.  P. 
Morgan  &  Company?    A.  The  treasurer. 

Q.  Mr.  Randolph?    A.  Yes,  he  always  did. 

Q.  And  with  what  individual  as  a  member  of  the  firm  of  J. 
P.  Morgan  &  Company  did  he  take  it  up?  A.  I  don't  know.  I 
would  be  glad 

Q.  It  was  not  with  you  ?  A.  It  may  have  been,  but  I  think  not. 
That,  you  see,  would  be  a  detail  between  one  of  our  officers  of  the 
New  York  Life  and  one  of  the  men  in  charge  of  such  things  as 
J.  P.  Morgan  &  Co.     It  was  not  an  executive  action. 

Q.  I  am  referring  now  to  the  action  of  December  31,  1902. 
A.  I  appreciate  that  and  I  am  saying  it  was  not  an  original 
creative  thing. 

Q.  When  it  came  to  the  delivery  of  the  two  securities  on 
February  i6th,  and  the  retention  of  the  C.  C.  C.  &  St.  L.  on 
that  day,  is  there  any  minute  of  any  action  taken  by  the  Finance 
Committee  ?  A.  I  have  not  looked  for  that,  but  there  may  or  may 
not  have  been  a  minute,  but  it  was  a  matter  of  discussion. 

Q.  As  a  matter  of  fact  was  not  the  purchase  on  December  31st, 
1902,  of  these  three  securities  authorized?    A.  Yes,  sir. 

Q.  I  mean  the  purchase  of  the  C.  B.  &  Q.,  Northern  Pacific 
Prior  Lien  and  C.  C.  C.  &  St.  Louis  ?  A.  Well,  I  would  not  put 
it  a  purchase;  I  would  put  it  that  they  were  taken  in  lieu  of  the 
other  bonds. 

Q.  Was  there  any  minute  regarding  those  securities  at  all  on 
your  books  ?    A.  I  do  not  find  that  there  was  any  minute. 

Q.  Nothing  at  all  about  it,  either  purchase  or  acceptance  pro- 
visionally ?    A.  T  have  not  looked  at  that,  no. 
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MR.  HUGHES :  Are  those  minutes  here  for  December,  1902  ? 

THE  WITNESS :  1903,  you  mean. 

]\IR.  HUGHES :  No,  it  is  1902. 

THE  WITNESS :  But  a  matter  of  that  sort  would  hardly  be 
a  matter  of  action  in  a  minute.  It  would  be  a  matter  of  discussion 
by  the  members  of  the  Committee  or  calling  them  up  over  the  tele- 
phone as  we  do  by  telephoning  Mr.  Orr  or  Mr.  Claflin,  Mr. 
Kennedy  and  so  on,  and  saying  in  the  business  of  the  day  would 
you  do  this  or  that,  and  how  would  you  handle  it. 

Q.  That  may  be  the  general  course,  but  I  wanted  to  see  what 
the  action  was  in  this  case  ?    A.  That  would  be  our  natural  course. 

BY  THE  CHAIRMAN : 

Q.  Mr.  Perkins,  were  those  bonds  sent  up  to  the  New  York 
Life  in  any  sense  on  approval,  so  to  speak?  A.  May  I  ask  what 
bonds  you  refer  to? 

Q.  The  bonds  in  December,  1902  ?  A.  Do  you  mean  the  three 
C's  and  these  other  bonds? 

Q.  Yes.  A.  These  bonds  would  not  need  to  have  approval  in 
that  sense  because  they  are  well  known  standard  bonds. 

Q.  I  mean  sent  up  to  the  New  York  Life  and  sold  to  them  on 
approval,  subject  to  their  approval?  A.  You  mean  did  the  New 
York  Life  say  whether  those  bonds  were  satisfactory  to  it  to  take 
in  that  connection? 

Q.  Yes.    A.  Yes. 

Q.  They  need  not  keep  them  unless  they  wanted  to?  A.  No, 
we  could  have  rejected  any  of  those  and  insisted  on  other  bonds. 
You  will  notice  in  that  connection  one  of  the  bonds  only  bore 
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31^  per  cent  and  J.  P.  Morgan  &  Co.  had  to  make  that  interest 
good  up  to  4  per  cent. 

Q.  I  understand  there  is  not  any  difference  in  that  transaction 
more  than  I  would  have,  if  a  merchant  sent  me  up  a  rug  on 
approval,  if  I  was  pleased  with  it  I  would  keep  it  and  return  it 
if  I  did  not  like  it?  A.  Yes,  sir,  it  was  at  the  option  of  the 
New  York  Life. 

BY  MR.  HUGHES : 

Q.  Except  in  this  case  the  rug  was  paid  for  at  the  time  of  the 
delivery?  A.  No,  sir,  other  rugs  had  been  paid  for.  It  was  a 
question  whether  we  would  accept  these  rugs  in  lieu  of  the  other 
rugs,  and  that  was  at  the  New  York  Life's  option. 

Q.  What  you  did  as  a  matter  of  fact  was  this,  on  December  31, 
1902,  and  that  date  by  the  way  is  correct,  1902,  the  New  York 
Life  received  C.  B.  &  Q.,  Illinois  Division,  3%  500,000  and  paid 
J.  P.  Morgan  &  Company  $480,000  at  96;  it  received  Northern 
Pacific  prior  lien,  $1,500,000,  at  102  and  paid  Sm^o.ooo;  it  re- 
ceived C.  C.  C.  &  St.  L.,  $2,000,000  at  97.66  and  paid  J.  P. 
Morgan  &  Company  $1,953,333.33.  Then,  on  February  16,  1903, 
the  New  York  Life  received  from  J.  P.  Morgan  &  Company  ter- 
minals of  St.  Louis  4's  4,000,000  at  loi  and  paid  J.  P. 
Morgan A.  Less  one  per  cent. 

Q.  (Continuing)  and  paid  J.  P.  Morgan  &  Company  $4,040,000. 
On  the  same  day  the  New  York  Life  sold  to  J.  P.  Morgan  &  Com- 
pany C.  B.  &  Q.,  Illinois  Division  3!/^,  500,000  at  96,  for  $480,000, 
and  Northern  Pacific  prior  lien  $1,500,000  at  102,  making  $1,530,- 
000  and  on  April  29th,  the  New  York  Life  sold  J.  P.  Morgan  & 
Company  C.  C.  C.  &  St.  L.  General  4's,  $2,000,000  at  97.66,  mak- 
ing $i,9S3.333-33.  So  that,  between  December  31st  and  February 
1 6th,  J.  P.  Morgan  &  Company  had  the  money  of  the  New  York 
Life  for  the  three  securities  and  the  close  of  the  transaction  on 
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February  i6,  1903,  J.  P.  Morgan  &  Company  had  the  money  of  the 
New  York  Life  for  the  terminals  of  St.  Louis,  and  for  the  C.  C.  C. 
&  St.  L.,  and  that  continued  to  be  the  case  down  to  April  29th, 
when  Morgan  &  Company  took  the  C.  C.  C.  &  St.  L.  back  from 
the  company.     A.  At  the  original  price  they  had  paid  for  them. 

Q.  So  it  varies  in  that  respect  from  the  ordinary  memorandum 
or  on  approval  transactions?    A.  I  beg  pardon? 

Q.  I  say  it  varies  in  that  respect  from  the  ordinary  memor- 
andum or  on  approval  transactions,  but  the  facts  have  been  stated. 
A.  With  this  exception,  if  you  will  allow  me,  that  we  look  to 
our  original  memorandum  to  get  $4,000,000  of  these  original 
bonds  at  the  price  which  the  Finance  Committee  had  desired  to 
buy  them  at,  and  which  I  secured  at  $40,000  less  than  they 
approved  their  purchase  at,  and  which  we  now  hold,  and  they  are 
among  the  most  desirable  securities  that  any  life  insurance  com- 
pany holds. 

Q.  You  have  explained  what  your  programme  was,  and  the 
facts  as  to  your  purchases  and  sales  are  as  stated.  A.  I  have  a 
memorandum  on  this  Hegeman  matter. 

Q.  I  was  just  coming  to  that.  That  is  the  next  point  on  the 
list.  We  were  asking  you  about  the  loan  to  J.  R.  Hegeman.  Is 
he  a  director  of  the  New  York  Life  Insurance  Company  ?    A.  No. 

Q.  Is  Mr.  McCall  a  director  of  the  Metropolitan  Life  Insur- 
ance Company?     A.  No. 

Q.  Was  this  loan  with  Mr.  Hegeman  obtained  for  himself,  as 
far  as  you  know?  A.  It  was  a  loan  that  he  obtained  in  the 
regular  course  of  business.  The  loan  in  question  has  not  been 
carried  to  date  at  1%  per  cent.,  but  has  been  carried  as  a  demand 
loan  subject  to  varying  rates  of  interest,  according  to  the  value 
of  money.  From  October  16,  1902,  to  April  i,  1904,  the  loan 
carried  at  four  per  cent,  interest.  Since  that  time  up  to  the 
present  time  it  has  carried  at  21/2,  per  cent.  It  is  a  call  loan,  and 
we  have  the  right  to  call  it  or  change  the  rate  of  interest  when 
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we  wish.  You  asked  me  about  the  value  of  the  securities,  if  I 
would  look  them  up.  I  find  the  securities  for  this  $50,000  loan 
were  valued  in  January,  1902,  at  $69,255,  and  that  the  present 
value  of  these  securities  is  $72,955. 

Q.  Have  you  the  book  here  showing  that  loan,  or  the  entry 
of  it?     A.  No.  sir. 

MR.  HUGHES :  Has  Mr.  Mattison  got  it  here,  that  Hanover 
Bank  book.  Treasury  Department?     Will  you  produce  it,  please. 

Q.  Mr.  Perkins,  what  rate  did  you  say  the  Hegeman  loan  paid 
interest  at  in  1902?  A.  The  loan  in  question  has  not  been  car- 
ried at  1%  per  cent,  to  date,  but  has  been  carried  as  a  demand 
loan  subject  to  varying  rates  of  interest  according  to  the  value  of 
money.  From  October  16,  1902,  to  April  i,  1904,  the  loan  car- 
ried at  four  per  cent.  Since  that  time  up  to  the  present  time 
it  has  carried  2I4  per  cent. 

Q.  What  was  it  carried  at  prior  to  October  16,  1902?  A.  This 
memorandum  does  not  state. 

Q.  Was  it  not  1 1/2,  per  cent.  ?  A.  I  should  think  it  was  from  this 
memorandum,  and  now  carried  at  2%. 

Q.  At  the  present  time?     A.  Yes. 

Q.  I  am  talking  about  prior  to  that.  You  have  carried  it  down 
regularly  from  October,  1902.  How  long  before  October,  1902, 
did  it  run  at  1I/2  per  cent,  interest?  A.  I  don't  know.  We  can 
send  you  that  data.     Do  you  know,  Mr.  Mattison? 

Q.  Well,  for  a  couple  of  years,  was  it  not?  A.  I  don't  know 
anything  about  it. 

Q.  You  can  look  that  up,  Mr.  Perkins.  A.  Yes.  Mr.  Matti- 
son, will  you  send  that  to  Mr.  Hughes  ? 

THE  CHAIRMAN :  The  Committee  will  now  take  a  recess 
until  2.15  P.  M. 
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AFTER  RECESS. 
2.15  P.  M. 

GEORGE  W.  PERKINS,  resumed  the  stand. 

BY  MR.  HUGHES: 

Q.  I  was  asking  you  with  regard  to  the  interest  paid  by  Mr.. 
Hegeman  upon  his  loans  prior  to  October  16,  1902,  and  I  under- 
stand that  that  interest  for  some  time  had  been  at  the  rate  of  1V2, 
per  cent,  per  annum.  Can  you  tell  me  for  how  long  a  time  that 
was  so?  A.  I  don't  know,  sir.  I  thought  Mr.  Mattison  was 
going  to  look  that  up. 

Q.  Probably  he  has.  Mr.  Mattison  hands  me  a  memorandum 
stating  January  2,  1902,  $50,000  at  1%  per  cent.;  October  16, 
1902,  4  per  cent.;  April  i,  1904,  21/0,  per  cent.  I  infer  from  that 
that  the  loan  had  been  at  1I/3  per  cent,  from  January  2,  1902,  to 
October   16,    1902?     A.   From  January   ist  to  October   i6th? 

Q.  Yes.     A.  Yes,  sir ;  I  should  assume  that  was  correct. 

Q.  Now,  what  was  it  during  1901  ? 

THE  WITNESS:     Have  you  that,  Mr.  Mattison? 

MR.  MATTISON :  That  particular  loan  was  made  on  Janu- 
ary 2,  1902. 

MR.  HUGHES:  I  understand  that,  but  it  was  in  effect  a 
renewal  of  the  loan  of  1901  ? 

MR.  MATTISON:    Yes. 
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MR.  HUGHES:     That  is,  it  was  taken  up  on  November  i, 
1901,  and  made  again  on  January  2,  1902? 

MR.  MATTISON:     The  1901  loan  stood  at  1I/2  per  cent. 

MR.  HUGHES :     Through  the  year  1901  ? 

MR.  MATTISON:     Yes. 

THE  WITNESS:     Had  we  one  prior  to  that? 

MR.  MATTISON :     Yes. 

THE  WITNESS :     What  was  the  rate  of  that? 

MR.  MATTISON:     ii/o,  per  cent. 

THE  WITNESS :     Was  there  any  prior  to  that? 

MR.  MATTISON :     Yes. 

THE  WITNESS :     What  was  the  rate  of  that? 

MR.  HUGHES :     Just  give  the  dates  and  the  rates. 

MR.  MATTISON:  The  loan  was  made  January,  1900, 
$43,000  at  1I/2,  per  cent.;  May  7th,  same  year,  $7,000  was  added 
to  that  loan  at  the  same  rate. 

MR.  HUGHES :  That  continued  through  1900  and  1901  at 
that  rate? 

MR.  MATTISON:    Yes. 
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MR.  HUGHES :  That  was  the  inception  of  the  loan,  was  it, 
January,   1900? 

MR.  MATTISON :  There  were  loans  before  that,  but  not  for 
this  particular-  $70,000. 

MR.  HUGHES:  What  loans  were  there  to  Mr.  Hegeman 
before  that? 

MR.  MATTISON:  I  have  just  hurriedly  gone  over  this.  I 
find  that  on  December  30,  1892,  a  loan  was  made  for  $95,000  at 
4  per  cent.,  and  May  22,  1893,  a  loan  was  made  for  $125,000  at 
4  per  cent.,  later  was  reduced  to  3  per  cent.,  and  July  28,  1897, 
a  loan  was  made  for  $18,000  at  1I4,  per  cent. 

MR.  HUGHES :     Yes. 

MR.  MATTISON:  October  21,  1898,  $17,000  loaned  at 
1%,  per  cent.;  February  27,  1899,  loan  for  $10,000  at  iVo  per 
cent.,  on  which  there  was  a  payment  of  $17,000,  leaving  a  loan 
of  $10,000,  and  on  December  21,  1899,  $15,000  was  added  to  that 
at  1%  per  cent. 

Q.  Now,  Mr.  Perkins,  were  these  loans  to  Mr.  Hegeman 
brought  under  your  observation  when  they  were  made?  A. 
These  loans  you  speak  of  now  were  before  I  was  chairman  of  the 
Finance  Committee,  and  as  I  have  stated,  and  so  as  to  get  it 
as  well  as  your  statement  of  it,  loans  on  collaterals  are  not 
brought  before  the  Finance  Committee.  The  officers  of  the 
company  have  power  to  make  loans  on  prescribed  collateral  with 
proper  margin,  the  same  as  the  officers  of  a  bank  would  have. 

Q.  Apart  from  the  routine  of  the  business  were  these  loans 
made  to  Mr.  Hegeman  which  ran  at  il/a  per  cent,  interest  from 
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some  time  in  1898  for  various  amounts  down  to  October  16, 
1902,  known  to  you?  A.  They  wouldn't  be  known  to  me  until 
I  became  chairman  of  the  Committee.  Then  I  knew,  of  course, 
all  about  that  kind  of  loans;  knew  we  had  them. 

Q.  And  when  was  that?  A.  That  was  on  December,  1900 — 
1st  of  January,  1901. 

Q.  When  you  ascertained  that  a  loan  was  made  to  Mr.  Hege- 
man  at  ji/o  per  cent,  did  you  take  any  action  about  it?  A.  Well, 
that  is  purely  from  memory.,  I  don't  think  we  ever  took  any 
action  in  the  Committee,  Mr.  Hughes. 

O.  As  a  matter  of  fact,  money  for  a  large  part  of  that  period 
was  worth  more  than  ii/o,  per  cent.,  was  it  not?  A.  You  mean 
prior  to  January  i,   1901  ? 

Q.  Prior  to  October  16,  1902,  and  from  January,  1901  ?  A. 
Well,  I  wouldn't  want  to  testify  to  that.  I  should  say  offhand, 
yes. 

Q.  That  is  the  only  loan  that  I  find  upon  the  list  you  have 
given  me  at  that  rate?     A.  Yes. 

Q.  Other  loans  appear  to  be  at  much  higher  rates.  A.  I  fancy 
they  all  vary,  but  I  should  say  for  a  part  of  that  time  that  would 
be  a  low  rate. 

Q.  Now,  why  was  that  loan  made  to  Mr.  Hegeman  or  con- 
tinued to  Mr.  Hegeman  at  that  rate?     A.  I  do  not  know. 

Q.  Do  }'0U  know  who  had  the  negotiations  with  Mr.  Hege- 
man relating  to  the  matter?     A.  No.     I  do  not. 

O.  I  asked  you  the  other  day  with  regard  to  the  profits  made 
upon  the  sale  of  securities  during  1901,  that  is,  the  sale  of  stocks? 
A.  Yes.     I  have  a  memorandum  of  that,  sir. 

Q.  Now.  before  you  refer  to  your  memorandum,  will  you  note 
this  on  your  report  to  the  Insurance  Department  under  date  of 
December  31,  1901,  I  find  under  the  head  of  income  during  1901 
the  statement,  "Net  profits  received  from  securities  sold  during 
the  year,  $3,075,371.99.     As  a  matter  of  fact  the  profits  made 
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upon  the  sales  of  securities  during  the  year  were  much  larger 
than  that,  were  they  not?     A.  Yes,  sir. 

Q.  They  were  upwards  of  $5,000,000?  A.  Yes.  Now,  may 
I . 

Q.  Now,  if  you  will  explain.  A.  The  profits  on  securities 
sold  during  that  year  were  $5,253,541.57;  profits  from  other 
sources,  $585,545.59,  making  a  total  of  $5,839,087.16.  From 
that  there  were  deducted  agents'  balances,  etc.,  charged  off, 
$1,919,734.29,  to  reduce  the  book  value  of  real  estate,  $843,980.88, 
making  a  total  of  $2,763,715.17,  which  left  a  net  profit  of — is  this 
right,  $3,075,371.99? 

Q.  Yes.  A.  When  that  sale  was  closed  in  1891,  we  had  a 
profit,  as  we  stated,  of  five  million  two  plus,  five  million  two  plus. 
We  thought  it  a  good  opportunity  to  take  out  of  our  accounts 
items  known  as  agents'  balances,  amounting  to  one  million  nine 
hundred  and  nineteen  plus,  which  the  insurance  departments  do 
not  recognize  as  admitted  assets  but  had  always  carried  in  our 
company  and  others  as  unadmitted  assets,  and  we  thought  it  was 
a  good  opportunity  to  get  on  a  perfectly  sound  basics  in  the 
matter  of  those  balances.  You  understand,  of  course  that  in 
charging  this  off  it  was  purely  a  bookkeeping  transaction.  That 
in  no  way  means  that  they  were  lost.  It  simply  means  that  we 
thought  it  would  be  ultra-conservative  to  cease  claiming  any 
credit  in  assets  for  agents'  balances  and  charged  them  off  in  this 
way,  having  made  this  very  large  sum  in  profits. 

Q.  As  a  matter  of  fact,  the  agents'  balances  were  not  $1,919,- 
734.29,  but  $1,622,637.11,  and  the  other  part  charged  out  was 
$296,904.18  from  the  suspense  account?  A.  I  don't  know  as  to 
that.  These  are  the  figures  that  are  given  me  as  agents'  bal- 
ances. 

Q.  I  show  you  what  purports  to  be  copies  of  correspondence 
between  Mr.  Whitney  as  secretary  of  your  company  and  one 
E.  W.  Cushman  of  the  Insurance  Department  of  Massachusetts. 
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Do  you  recognize  those  letters?  A.  No,  sir.  They  seem  to  be 
a  letter  from  the  secretary  of  the  company  to  Miss  Cushman, 
the  actuary  of  the  Insurance  Department  of  Boston.  A  copy  you 
say  that  was? 

Q.  It  was  presented  to  me  as  a  copy.  A.  Yes,  sir.  Well, 
the  transaction,  as  I  take  it  anyway,  was  that  we  felt  that  that 
was  a  good  opportunity  to  eliminate  from  our  assets,  not  an  item 
that  we  thought  was  worthless,  but  an  item  that  was  not  admitted 
by  State  Departments,  and  we  thought  it  was  a  conservative 
way  of  handing  the  question  of  agency  balances. 

Q.  Now,  what  I  want  to  get  at  particularly  is  the  bookkeep- 
ing of  it?  A.  Then  I  wouldn't  know  about  that,  Mr.  Hughes. 
You  had  better  ask  somebody  else  about  that. 

Q.  It  is  a  matter  that  is  very  apparent  here?  A.  Well,  that 
may  be. 

Q.  And  the  manner  in  which  it  was  treated  upon  your  report 
for  that  year,  in  your  report  to  the  New  York  Insurance  Depart- 
ment, you  did  not  disclose  the  actual  profits  received  from  the 
sale  of  securities,  nor  did  you  disclose  the  fact  that  those  profits 
had  been  reduced  by  deducting  from  them  the  amount  of  agents' 
balances,  and  other  sums,  bringing  up  an  amount  of  $2,763,715.17, 
but  you  merely  stated  that  the  net  profits  on  sale  of  securities  was 
the  amount  of  $3,075,371.99?  A.  Well,  that  is  as  it  appears  in 
the  report. 

Q.  That  is  the  fact?  A.  Yes,  sir,  but  I  don't  think,  Mr. 
Hughes,  if  you  will  permit  me  to  say,  that  that  is  quite  a  fair  way 
to  put  it,  because  the  inference  in  that  is  that  we  tried  to  conceal 
something. 

Q.  Well,  that  is  what  I  want  to  get  at,  whether  you  did  or  not? 
A.  I  don't  think  we  did,  except  to  use  the  word  that  we  did  in 
there. 

Q.  You  used  the  word  "net"  but  is  there  any  reason  why  you 
should  deduct  your  agents'  balances  from  one  particular  item  of 
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income?  You  were  supposed,  in  this  report,  to  state  what  your 
income  really  was.  Now,  you  take  a  particular  item  of  income 
and  you  deduct  from  that  your  agents'  balances  and  certain  matters 
of  suspense  and  certain  losses  on  real  estate,  and  then  put  in  as  the 
item  of  income  net  profits  on  real  estate.  Now,  why  did  you  do 
that?  Why  didn't  you  state  what  your  profits  really  were  on 
securities,  and  then  state  what  your  balances  were  in  the  appro- 
priate place  in  the  report?  A.  Well,  I  don't  make  up  the  report, 
but  I  will  say  this  on  gfeneral  principles  about  that,  that  I  suppose 
if  we  had  been  as  wise  as  Solomon  on  things  of  the  past  that  we 
wouldn't  have  been  writing  life  insurance,  we  would  have  been 
writing  proverbs.  We  did  this,  as  we  thought,  in  the  best  way 
to  do  it,  in  our  judgment. 

Q.  Is  this  the  way .  A.  Is  it  possibble  that  that  corres- 
pondence throws  any  light  on  that  that  you  just  showed  me? 

Q.  If  you  can  recognize  these  as  accurate  I  would  be  glad  to 
introduce  them?    A.  I  don't  know  anything  about  them. 

Q.  Because  I  understand  them  to  be  the  informarion  you  for- 
warded to  the  Massachusetts  Department?  A.  Well,  I  don't 
know  anything  about  it. 

Q.  I  call  your  attention  to  this  in  your  report  to  the  State  of 
Massachusetts,  you  put  net  profits  from  securities  sold,  the  actual 
item,  just  what  it  was,  profit  of  $5,253,541.57  and  on  the  other 
side  of  the  account  you  put  the  agents'  balances  and  real  estate 
just  as  they  were?  A.  Then  I  should  say  that  the  gentleman 
making  that  report  certainly  did  not  mean  to  conceal  anything. 
Connecticut  may  have  called  for  it  that  way  and  New  York  did 
not  call  for  it  in  that  way.  When  we  get  national  supervision  we 
will  not  have  these  conflicting  conditions  between  the  different 
States. 

Q.  Of  course,  you  don't  have  to  wait  for  national  supervision 
to  make  your  reports  correspond  ?  A.  I  beg  pardon,  Connecticut 
calls  for  one  kind  of  a  report  and  Massachusetts  calls  for  another 
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kind  of  report  and  Ohio  for  another,  and  New  York  Life  makes 
reports  in  eighty  odd  different  ways  to  the  different  governments 
of  the  world.  This  is  one  of  the  most  conflicting  and  impossible 
pieces  of  business  that  I  know  in  any  part  of  the  world,  and  that 
is  why  when  you  take  one  report  and  use  it  against  another  it 
looks  as  if  it  is  inaccurate,  but  the  blanks  of  the  different  States 
call  for  different  things  and  the  officers  have  to  largely  use  their 
discretion  in  finding  the  best  way  to  make  that  report.  I  am  very 
glad  that  that  Connecticut  report  came  up. 

Q.  Massachusetts  it  is  and  not  Connecticut?     A.  Very  good. 

Q.  As  a  matter  of  fact  the  blanks  called  in  both  cases  for  your 
profit  on  securities,  that  is  the  blank  (handing  paper.)  A.  I  don't 
know  as  to  that. 

Q.  When  you  filled  it  out  or  your  company  filled  it  out  for 
the  Massachusetts  report  you  filled  it  out  according  to  the  facts, 
that  is  you  gave  the  profits  just  as  they  were  on  the  securities,  and 
gave  these  amounts  just  as  they  were  charged  out  on  the  other 
side  of  the  account. 

Q.  Do  you  mean  to  say  that  these  figures,  representing  the  facts 
exactly  as  they  were,  were  not  called  for  by  the  State  Department 
of  this  State?  A.  I  don't  know,  I  am  not  an  expert  on  the  blanks 
of  the  different  insurance  departments,  but  evidently  that  report 
you  have  there  meets  with  our  judgment  as  to  the  best  way  to 
do  it. 

Q.  Yes.  A.  That  may  or  may  not  have  been  the  better  way 
to  do  it.    These  are  matters  of  judgment. 

Q.  We  are  interested  to  know,  if  the  State  Department  asked 
you  for  any  different  or  less  explicit  way  of  return  than  Massa- 
chusetts? A.  I  don't  know,  but  the  fact  is  it  is  between  the  two 
reports  you  can  take  your  choice  as  to  which  was  the  better  way. 

Q.  Of  course,  but  the  citizens  of  the  State  of  New  York  take 
the  report  made  to  the  State  of  New  York  and  assume  it  is  a 
complete  statement.    A.  It  says  net  profits. 


1240 


Testimony  of  George  IValbridge  Perk 


ins 


Q.  Yes,  but  it  does  not  show  what  net  means  and  what  the 
actual  profits  were.  A.  The  blank  of  New  York  State  does  not 
begin  to  show,  there  is  no  detail  in  the  State  of  New  York  blank. 
It  is  all  boiled  down. 

Q.  Have  you  a  duplicate  of  this  report  as  it  was  actually  made 
out  ?  A.  I  don't  know,  but  if  you  will  send  word  to  the  secretary 
he  would  be  the  custodian  of  it. 

Q.  Are  you  sufficiently  informed  upon  that  to  be  able  to  state 
that  the  blank  did  not  call  for  your  profits  on  the  sale  of  securi- 
ties?   A.  I  am  not. 

Q.  Since  you  charged  up  these  agents'  balances  against  this 
particular  item  of  income  from  proceeds  on  securities,  what  has 
been  your  practice  with  regard  to  advances  made  to  agents,  how 
do  you  treat  them  in  your  books?  A.  I  believe  Mr.  Buckner  is 
here  and  is  to  follow  me . 

Q.  You  are  not  familiar?  A.  No,  he  is  quite  familiar  with 
that,  I  am  very  sure.  But  I  will  say  this,  we  do  not  any  longer 
and  have  not  from  that  time  regarded  agents'  balances  as  an 
asset. 

Q.  I  want  to  know  further  whether,  according  to  your  infor- 
mation in  making  reports  to  the  New  York  State  Department  of 
Insurance  you  have  ever  taken  losses  from  particular  items  of 
profit  or  income,  merely  showing  the  net  income  in  your  report, 
or  the  net  increase  in  your  report  without  disclosing  the  losses  ? 
A.  I  am  not  qualified  to  testify  upon  that. 

Q.  You  don't  know  whether  it  has  ever  been  done  in  any  other 
case?    A.  No. 

Q.  Who  would  know  as  to  that,  who  actually  makes  up  the 
reports  ?  A.  I  should  think  you  can  find  out  from  the  secretary 
or  the  comptroller  or  the  actuary,  the  mathematicians  who  make 
up  the  data.  I  would  suggest  you  make  a  requisition  to  the  com- 
pany and  let  the  officer  who  has  it  bring  it. 

Q.  We  inquired  the  other  day .    A.  By  the  way,  would  you 
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like  a  memorandum  I  have  on  the  question  of  those  profits?    I 
have  a  duplicate  here. 

Q.  I  think  you  stated  all  that  is  stated  there  on  the  record.  A. 
I  think  you  are  right. 

Q.  Now,  I  call  your  attention  the  other  day  to  a  statement  in 
your  sales  under  date  of  December  31,  1904,  of  $1,250,000  bonds 
of  the  New  Orleans  Railway  Company  to  W.  S.  Fanshawe  for 
$937,500,  and  you  explained  to  some  extent  the  nature  of  the 
transaction.  I  want  to  ask  you  now,  whether  on  December  31, 
1904,  W.  S.  Fanshawe  &  Company  paid  the  New  York  Life  In- 
surance Company  $937,500?  A.  Well,  might  I  ask — I  have  a 
memorandum.    I  think  it  is  in  this  memorandum. 

Q.  Well,  you  can  answer  that,  I  think.  A.  Well,  I  can  an- 
swer  

Q.  Did  he  pay  the  New  York  Life  that  amount  of  money?  A. 
The  New  York  Security  &  Trust  Company  paid  the  New  York 
Life  Insurance  Company  $750,000  on  account  of  the  bonds  that 
we  had  contracted  to  sell  to  Mr.  Fanshawe.  Now,  I  can  give  it 
from  my  memorandum  now 

Q.  Did  the  New  York  Security  &  Trust  Company  or  any- 
body else  pay  the  remaining  $187,500?  A.  Yes,  that  is  all  here, 
if  I  may  read  it  as  I  have  it. 

Q.  If  you  will  state  just  how  that  was  paid,  and  we  will  have 
that  subject  disposed  of.  A.  The  remaining  $250,000  of  these 
bonds  were  taken  by  Nylic  fund  for  agency  directors,  by  the 
payment  to  the  company  of  check  of  $116,800,  which  was  depos- 
ited on  that  date  and  the  delivery  to  the  company  of  $70,000  of 
C.  B.  &  Q.  Joint  4's  at  loi,  making  $70,700  and  aggregating  that 
difference  that  you  referred  to,  and  representing  the  proceeds  of 
this  $250,000  of  bonds. 

Q.  The  entry  you  refer  to  of  C.  B.  &  Q.  Joint  4's,  $70,000  at 
loi,  purchased  from  Nylic,  is  the  one  on  your  list  of  purchases 
on  December  31st?    A.  Yes. 
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Q.  $70,700?    A.  Yes. 

Q.  And  the  balance  of  $116,000  was  paid  how?    A.  $116,800 
in  cash. 
Q.  That  was  paid  in  cash  ?    A.  Yes. 

Q.  And  went  into  what  account?  A.  It  was  deposited  in  the 
First  National  Bank  in  the  New  York  Life's  account  there. 

Q.  That  is,  $1,250,000  of  bonds  were  sold  to  Mr.  Fanshawe, 
as  I  understand  it?    A.  Yes. 

Q.  How  did  it  happen  in  the  first  place  that  the  New  York  Se- 
curity &  Trust  Company  paid  $750,000  of  the  purchase  price  ?  A. 
Well,  that  was  money  advanced  as  a  loan  in  taking  up  the  bonds. 
If  you  will  let  me  read  this  memorandum  you  will  get  all  these 
points. 

Q.  Just  a  minute.  Do  I  understand  that  the  New  York  Secur- 
ity &  Trust  Company  made  a  loan  to  W.  S.  Fanshawe  of  $750,000 
and  in  making  that  loan  paid  for  his  account  to  the  New  York 
Life  $750,000?  A.  They  paid  to  the  New  York  Life  $750,900, 
with  the  bonds  as  security.  What  arrangement,  if  any,  they  had 
with  him  I  don't  know,  but  that  was  the  transaction  as  far  as  we 
are  concerned,  we  having  contracted  to  sell  him  the  bonds. 

Q.  He  being  the  purchaser  of  the  bonds,  made  some  arrange- 
ment with  the  New  York  Security  &  Trust  Company  by  which 
they  loaned  him  $750,000,  which  was  paid  to  the  New  York  Life 
against  the  purchase  price?  A.  Well,  deposited  in  our  account 
No.  I,  with  the  $116,800,  and  the  $70,000,  making  the  total. 

Q.  What  arrangement  did  Fanshawe  make  with  Nylic  for  the 
C.  B.  &  Q.  4's,  because  that  payment  of  $70,700  made  by  Nylic 
to  the  New  York  Life  Insurance  Company  in  the  form  of  C.  B. 
&  Q.  joint  4's  was  made  in  part  payment  of  that  JDurchase  price. 
A.  This  is  another  one  of  those  cases  where  the  New  York  Life 
was  treated  absolutely  fairly,  and  I  suppose  the  records  may  show 
this,  but  whether  it  appears  anywhere  else  or  not  is  a  question  of 
doubt  in  my  mind.    I  agreed  as  the  agent  of  Nylic  to  take  $250,- 
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ooo  at  the  price  we  were  selling  them  to  Mr.  Fanshawe  at.  I 
thought  it  was  a  good  investment.  When  we  got  into  January 
and  I  found  the  company  could  get  considerable  of  profit  on  those 
bonds  over  and  above  75  I  turned  back  to  the  company  the  money 
and  the  cost  of  those  bonds  at  75,  simply  retaining  for  the  Nylic 
4  per  cent,  interest  for  the  money  for  the  time  it  was  in  that 
transaction,  and  not  taking  any  of  the  profits. 

Q.  What  was  the  date  you  turned  back  to  the  company  the 
money  that  you  got  from  Mr.  Fanshawe,  that  is  that  the  company 
got  from  Mr.  Fanshawe  in  the  shape  of  these  bonds?  A.  You 
mean  in  January? 

Q.  Yes,  what  was  the  date.  A.  I  have  not  that  here,  but  I  can 
have  that  sent  to  you.  It  was  a  time,  I  suppose,  around — 
if  you  will  let  me  read  this  memorandum  you  will  get  a  lot  of  facts 
in  the  regular  order,  but  still  apparently  you  do  not  care  for  that. 

O.  It  must  have  been  some  time  between  December  31st,  1904, 
and  January  5,  1905?    A.  It  was  the  5th  or  loth,  along  there. 

Q.  It  must  have  been  along  the  5th. 

MR.  MATTISON :  It  was  the  Sth.  A.  Mr.  Mattison  says  it 
was  the  5th. 

Q.  The  5th  of  January,  1905  ?    A.  Yes. 

Q.  Now,  then,  on  January  5,  1905,  the  New  York  Life  made 
a  loan  to  W.  S.  Fanshawe?  A.  Have  you  that,  Mr.  Mattison? 
Yes,  sir. 

Q.  Of  what  amount? 

MR.  MATTISON :  $937,500. 

THE  WITNESS :  Mr.  Mattison  says  that,  $937,500. 
Q.  Which  was  loaned  to  Mr.  Fanshawe  on  January  5,  1905, 
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and  that  was  on  the  security  as  you  have  already  testified  of  $i,- 
250,000  of  New  Orleans  Traction  bonds  ?    A.  That  is  right. 

Q.  The  same  $1,250,000  of  New  Orleans  Traction  bonds  that 

you  had  sold  to  Mr.  Fanshawe  on  the  preceding  December  31st? 

A.  I  think  it  was  prior  to  the  31st,  but  "that  is  immaterial. 

Q.  Well,  that  is  the  date  that  you  have  given  it  ?    A.  All  right. 

Q.  Now,  then,  in  order  for  Mr.  Fanshawe  to  be  able  to  put 

up  the  bonds  with  you  as  collateral  for  that  loan  he  had  to  get  a 

million  dollars  of  those  bonds  back  from  the  New  York  Security 

&  Trust  Co.  and  pay  up  the  $750,000  which  had  been  temporarily 

loaned  by  that  company?    A.  That  would  appear  to  be  so. 

Q.  Yes.     And  he  would  have  to  get  back  from  you  or  from 

Nylic  and  you  as  ag'ent  of  Nylic .    A.  Yes. 

Q.  The  $250,000  which  you  had  taken?  A.  No,  he  did  not 
have  to  get  those  back.  That  was  a  voluntary  act  on  my  part  be- 
cause I  thought  the  New  York  Life  could  get  a  better  price. 

Q.  I  do  not  mean  that  he  was  under  any  compulsion,  but  T 
mean  to  say  in  order  to  get  his  complement  of  $1,250,000? 
A.  He  did  not  have  to  get  them. 

Q.  But  he  did  get  them?    A.  Well 

Q.  And  he  did  get  them  and  part  of  them  were  the  $250,000 
you  had  taken  for  Nylic  and  then  turned  back  to  him  ?  A.  Yes,  at 
the  original  cost.  That  was  so  the  company  could  make  the 
difference. 

Q.  When  did  you  determine  to  turn  those  back  to  him,  how 
long  before  the  5th  of  January  ?  A.  When  I  found  that  we  could 
get  an  extra  profit  on  these  bonds  in  the  selling  of  them  over  and 
above  95. 

Q.  You  had  already  arranged  on  or  before  December  31st  with 
Fanshawe  that  the  New  York  Life  was  to  get  four-fifths  of  the 
profit  on  the  resale?  A.  Yes,  but  it  was  a  very  nice  question 
whether  we  could  get  more  than  75  then. 
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Q.  Yes,  but  that  was  the  arrangement  with  Fanshawe  then? 
A.  Yes. 

Q.  So  far  as  the  New  York  Life  and  Fanshawe  were  concerned 
the  New  York  Life  was  entitled  to  four-fifths  of  the  profits  on 
the  resale?    A.  Yes. 

Q.  What  came  to  your  attention  between  December  31,  1904, 
and  January  5,  1905,  which  enabled  you  to  judge  that  a  higher 
price  than  75  could  be  obtained  for  those  bonds?  A.  Well,  we 
were  negotiating"  for  those  bonds  in  New  Orleans  and  in  Louis- 
ville and  with  different  people,  and  it  became  apparent  that  we 
were  going  to  get  more  than  75  for  those  bonds.  We  had  that 
feeling,  you  understand,  we  had  that  intuitive  feeling  when  we 
made  the  contract  with  Fanshawe. 

Q.  What  difference  was  there  in  your  feeling  or  information 
between  that  time  and  January  5th  ?  A.  Probably  something  that 
■ — probably  something  that  came  to  my  attention  in  connection 
with  the  sale  of  these  bonds  as  they  were  going  on  in  New  Orleans 
and  Louisville. 

Q.  You  say  probably.  Do  you  know  of  any  fact  that  did  come 
to  your  knowledge?  A.  I  know  this,  that  when  we  took  these 
bonds  because  I  believed  at  75  they  were  a  good  purchase,  I  found 
afterward  we  were  going'  to  be  able  to  mal<;e  considerable  profit 
on  those  for  the  New  York  Life,  and  therefore  I  allowed  the 
New  York  Life  to  make  that  profit,  and  did  not  allow  the  Nylic 
fund  to  make  the  profits.  By  the  way,  Mr.  Mattison  calls  my 
attention  to  the  fact  that  heretofore  this  arrangement  with  Fan- 
shawe has  been  referred  to  as  four-fifths.  It  was  95  per  cent. 
The  New  York  Life  got  95  per  cent,  and  5  per  cent  went  to  Mr. 
Fanshawe.  I  would  like  to  get  that  correct  on  the  record,  the 
New  York  Life  received  95  per  cent  of  the  profits  and  Fanshawe 
5  per  cent  for  his  work  in  the  matter. 

Q.  Suppose  there  was  a  loss,  suppose  Mr.  Fanshawe  could  not 
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have  sold  at  as  much  as  the  purchase  price,  what  then  ?  A.  That 
has  been  brought  out  before,  that  we  protected  him  in  the  sale. 

Q.  So  that  he  was  not  to  be  responsible?  A.  Not  below  75, 
no,  sir.    That  has  been  brought  out  before. 

Q.  So  far  as  the  original  transaction  was  concerned  without 
any  of  these  arrangements  you  have  testified  to  you  were  sure 
of  the  95  per  cent  of  the  profits  anyway  ?    A.  That  is  right,  sir. 

Q.  Now,  then,  Mr.  Fanshawe  taking  back  from  you  as  agent  of 
Nylic  $250,000  of  these  bonds,  what  became  of  the  C.  B.  &  Q  J's 
which  had  been  made  over  to  the  New  York  Life  in  part  pay- 
ment of  the  purchase  price  on  December  31,  1904?  A.  Well,  you 
mean,  in  other  words,  how  did  the  New  York  Life — how  did  the 
Nylic  get  its  money  back  ? 

Q.  Well,  just  what  I  say.  I  understand  that  as  part  payment 
of  the  $937,500  the  purchase  price  at  75  on  December  31,  1904, 
the  New  York  Life  got  certain  C.  B.  &  Q.  J.s  for  $70,700,  or  at 
loi  as  you  have  testified  from  Nylic?    A.  Yes. 

Q.  Now,  then,  the  consideration  to  Nylics  for  Nylics  giving 
the  New  York  Life  that  was  the  $250,000  bonds  of  New  Orleans 
Traction  that  Fanshawe  turned  over  to  Nylics?  A.  When  can 
I  interrupt? 

Q.  Well,  that  is  right  so  far,  is  it  not  ?    A.  No,  sir,  it  is  not. 

Q.  Well,  explain  it,  then.  A.  You  said  this  was  part  of  the 
$937,500.  Of  course,  it  was  not  a  part  of  that,  it  was  a  separate 
$250,000.  Mr.  Fanshawe  has  had  his  million  of  bonds  and  the 
$250,000,  making  $1,250,000. 

Q.  You  have  misstated  it.  I  think  you  are  led  into  an  inadvert- 
ence. To  get  our  premises  correct,  you  will  notice  that  the  $937;- 
500  is  the  aggregate  purchase  price  of  the  $1,250,000  of  bonds 
on  December  31st,  $750,000  of  which  came  from  the  New  York 
Securities  &  Trust  Company,  $116,800  came  in  cash,  and  $70,700 
came  from  Nylic  in  the  form  of  C.  B.  &  Q.  joint  bonds.  A.  Yes. 
Well,  they  were  the  same  as  cash. 
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Q.  Those  $70,700  C.  B.  &  Q.  joint  bonds  being  part  of  this 
$937,500,  and  being  received  from  Nylic  when  Nylic  took  over 
from  Fanshawe  later  the  $250,000  of  the  bonds  it  was  entitled  to 
get  those  C.  B.  &  Q.  bonds  back,  was  it  not?  A.  We  have  not 
anything  to  do  with  them.  In  the  first  place  Nylic  did  not  take 
them  from  the  Fanshawes,  it  was  taking  them  over  the  other  way. 

Q.  Well,  Nylic  took  over  the  $250,000?  A.  Yes,  in  Decem- 
ber.   In  January  Mr.  Fanshawe  took  them  over. 

Q.  What  did  they  give  Fanshawe  for  them?  A.  It  was  not 
that  way,  Nylic  took  the  bonds  over  in  December  at  75. 

Q.  What  did  it  take  over  at  75  ?  A.  $250,000  of  those  bonds, 
for  which  it  paid  that  amount  in  cash  and  that  amount  in  C.  B. 
&  Q.  bonds. 

Q.  Exactly,  that  is  what  I  thought.  Now,  then,  having  given 
over  the  C.  B.  &  Q.  bonds  when  Mr.  Fanshawe  took  back  the 
$250,000  and  put  them  up  as  collateral  with  the  New  York  Life, 
what  became  of  the  C.  B.  &  Q.  4's  that  the  New  York  Life  had 
taken  ?    A.  I  don't  know. 

Q.  Perhaps  I  can  inform  you.  It  appears  on  January  9,  1905, 
from  your  statement  of  sales,  the  New  York  Life  sold  $70,000 
par  value  at  99  to  Nylic  of  C.  B.  &  Q.  4's?  A.  I  should  say  that 
is  correct. 

Q.  And  those  are  the  same  C.  B.  &  Q.  joint  4's  that  they  had 
taken  on  December  31st?    A.  Yes. 

Q.  And  the  New  York  Life  took  them  at  loi  and  sold  to  them 
at  99  ?    A.  What  is  the  point  about  that  ? 

Q.  I  want  to  know  if  that  is  the  fact?    A.  No,  it  is  not  the  fact. 

Q.  Well,  I  want  the  facts.  A.  Will  you  kindly  note  that  it  is 
ex-coupon  of  2  per  cent. 

Q.  Explain  it?  A.  Ex-coupon  January  ist  of  2  per  cent., 
which  was  just  the  difference. 

Q.  So  the  transaction  was  that  Nylic  got  back  just  what  it  had 
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put  up?  A.  Yes,  on  the  same  basis,  and  not  as  it  would  appear 
on  this  statement  of  a  profit  of  2  per  cent,  to  Nylic. 

Q.  And  Fanshawe  got  back  the  bonds  ?    A.  Yes. 

Q.  And  then  Fanshawe  put  up  the  bonds  as  collateral  for  the 
loan  for  the  $937,500  for  the  loan  with  the  New  York  Life?  A. 
Which  was  quite  correct. 

Q.  And  all  the  time  there  was  this  arrangement  between  the 
New  York  Life  and  Fanshawe  that  he  should  be  protected  with 
this  purchase  and  should  give  the  New  York  Life  95  per  cent,  of 
of  all  the  profits  made  on  the  re-sale?    A.  Yes. 

Q.  What  was  the  reason  for  going  through  all  that  perform- 
ance on  December  31st?  A.  Because  it  was  our  simple  judgment 
that  that  was  the  best  business  way  to  handle  it. 

Q.  Why  did  you  put  it  through  on  your  books  at  that  time? 
A.  I  suppose  in  all  these  transactions  we  might  have  done  them 
one  of  three  ways,  and  I  suppose  in  some  transactions  we  might 
not  do  it  in  a  way  that  would  be  in  your  judgment  or  with  the 
chairman's  judgment  or  with  some  other  man's  judgment,  but 
it  met  with  our  judgment. 

Q.  Perhaps  you  can  tell  me  in  a  clear,  brief  way  why  it  was 
you  made  the  loan  on  January  5,  1905,  of  $937,500  to  Fanshawe 
on  these  bonds  as  collateral  and  did  not  make  that  loan  on  Decem- 
ber 31,  1904,  when  the  bonds  were  made  over  to  Fanshawe?  A. 
No,  I  cannot.  That  is  the  way  we  did  the  business,  that  is,  the 
trust  company  made  the  loan  and  then  we  protected  Fanshawe 
on  the  sale  as  already  brought  out. 

Q.  And,  of  course,  the  Fanshawe  loan  did  not  appear  in  your 
report  of  December  31,  1904?  A.  Naturally  not.  We  had  not 
any  loan  there. 

Q.  Now,  is  there  any  resolution — I  think  I  have  asked  this  be- 
fore, but  to  make  certain — is  there  any  resolution  of  the  Finance 
Committee  authorizing  that  loan  of  $937,500  on  January  5th  or 


1249 


Testimony  of  George  Walbridge  Perkins 

at  any  time  ?  A.  I  have  not  looked  for  that,  but  I  will  send  that 
to  you,  but  wait  a  minute,  if  you  please. 

Q.  Certainly.  A.  Let  me  say  again  that  that  would  not  be 
necessary,  as  it  was  a  regular  loan,  as  I  have  testified  before  on 
bonds,  which  the  treasurer  would  have  the  right  to  make  without 
authority  of  the   Finance  Committee. 

Q.  Was  it  made  by  the  treasurer  without  consultation  with 
anybody  else?  A.  Now,  I  don't  know.  I  am  giving  you  the 
principles  of  our  loans. 

Q.  Yes.  Was  that  made  by  the  treasurer  without  consulta- 
tion? A.  I  don't  know.  I  will  have  to  look.  It  may  possibly  be 
reported  in  the  record. 

O.  What  margins  do  you  require  on  your  collateral  loans  as 
a  rule?     A.  As  a  rule,  from  15  to  20  per  cent.,  L think. 

Q.  What  margin  was  there  in  this  loan  at  the  time  it  was 
made  ?"     A.  I  don't  know,  I  will  look  it  up. 

Q.  Did  anybody  inquire  at  the  time?     A.  I  don't  know. 

O.  Were  you  consulted  with  at  all  in  regard  to  the  making 
of  it  ?  A.I  cannot  say  that  I  was  consulted  about  this  particular 
loan.     I  was  in  this  whole  transaction. 

Q.  Who  was  the  man  in  the  New  York  Life  whom  Fanshawe 
made  this  arrangement  with?  A.  Either  with  me  or  Mr.  Ran- 
dolph. 

Q.  Anybody  else?  A.  I  don't  think  so.  I  don't  see  who  else 
he  would  see.     We  were  the  executive  officers. 

Q.  Who  passed  upon  it,  you  or  Mr.  Randolph,  as  to  whether 
the  security  was  sufficient?  and  as  to  whether  the  loan  should  be 
made  ?  A.  My  recollection  is  we  did  it  together ;  it  was  a  matter 
of  joint  judgment  between  Mr.  Randolph  and  myself,  that  that 
was  the  satisfactory  way  to  do  it. 

Q.  He  did  not  act  in  the  matter  under  your  instructions,  but 
acted  indepedently  ?    A.  I  said  we  acted  together. 
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Q.  I  mean  with  an  independent  judgment?  A.  He  always 
does  so. 

Q.  Is  there  a  minute  on  your  books  arranging  for  this  division 
of  95  per  cent,  of  the  profits  on  the  resale  to  Fanshawe?  A.  I 
don't  know.  I  do  know,  however,  that  we  got  the  money.  And 
I  ask  you  in  that  connection — I  believe  you  asked  me  how  much 
we  got  the  other  day  resulting  from  this  95  per  cent,  and  5  per 
cent,  arrangement? 

Q.  Yes,  I  make  the  figures  to  be  $260,550.95. 

Q.  Is  that  on  these  bonds  alone  or  on  these  bonds  and  the  par- 
ticipation which  you  were  carrying  on  temporary  loan  account 
of  $2,500,000  additional  ?  A.  On  the  entire  transaction  over  and 
above  the  rate  of  75. 

Q.  The  whoe  amount  involved  was  $3,750,000?  A.  I  cannot 
testify  to  those  figures,  but  I  should  say  if  you  have  them  that 
that  is  correct. 

O.  What  was  the  amount  made  on  the  resale  of  the  $1,250,000? 
A.  I  have  not  the  figures  segregated.  You  asked  me  for  the  total 
and  that  is  the  amount  I  have  here. 

Q.  And  that  amount  went  to  reduce  the  loss  which  had  been 
charged  to  profit  and  loss  at  the  end  of  December,  1904?  A.  Yes, 
sir.     It  went . 

Q.  Making  the  net  loss  about  $326,000,  I  take  it?  A.  Some- 
thing about  that,  I  think. 

Q.  It  there  anything  in  that  statement  that  you  have  that  you 
have  not  testified  to?    A.  I  believe  not. 

Q.  I  asked  you  in  regard  to  a  loan  to  the  New  York  Security 
&  Trust  Company  of  $1,000,000.  Are  you  able  now  to  explain 
what  that  was  ?  A.  Yes,  sir ;  I  have  this  answer  for  that.  This 
loan  was  for  a  million  dollars  at  the  rate  of  sVa  per  cent.,  and 
on  the  following  securities: 
$129,000  Kansas  City,  Fort  Scott,  &  Memphis  Ref.  4's. 
$100,000  L.  &  N.  Southern  Railway  Monon  4's. 
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$491,000  Erie,  Pa.  Coll.  4's. 

$145,000  B.  &  O.  Southwestern  3V2,'s. 

$40,000  International  &  Great  Northern  6's,  1919. 

$50,000  International  &  Great  Northern  5's,  1909. 

$131,000  Tennessee  Coal  &  Iron  Gen.  5's. 

$40,000  Weatherford  Mineral  Wells  &  Nor.  Western  5's,  1930. 

$100,000  Northwest  Elevated  ist  Ref.  Conv.  4's. 

$91,000  St.  Louis  &  San.  Eran.  Ref.  4's,  making  an  aggregate 
of  $1,317,000. 

Q.  I  find  from  your  statement  of  collateral  loans  that  that 
amount  was  loaned  on  November  23,  1903,  and  paid  on  Novem- 
ber 24,  1903.  Do  you  know  what  the  occasion  for  that  was? 
A.  No,  sir;  I  do  not.     I  suppose  it  was  just  a  regular  call  loan. 

O.  You  don't  know  what  the  purpose  was  or  anything  about 
it?     A.  No,  sir. 

Q.  Was  any  stock  received  in  the  Navigation  Syndicate  mat- 
ter— has  any  stock  been  received?  A.  No;  that  syndicate  is  still 
in  full  force ;  with  no  distribution. 

O.  Haven't  you  the  certificates  that  I  asked  for?  A.  Mr. 
Mattison,  did  you  get  those? 

MR.  MATTISON:     No. 

THE  WITNESS :     Well,  I  will  send  that  to  you. 

Q.  You  will  send  those  things  to  me  ?     A.  Yes. 

Q.  I  gave  you  a  list  the  other  day  of  $132,000,000  of  secur- 
ities, stated  to  have  been  bought  upon  the  market  by  J.  P.  Morgan 
&  Company,  now  held  by  the  New  York  Life  Insurance  Com- 
pany, and  I  asked  you  whether  it  was  an  accurate  statement. 
Are  you  prepared  to  testify  as  to  that?  A.  You  handed  me  a 
newspaper  clipping  when  I  was  last  on  the  stand  which  stated 
that  the  New  York  Life  Insurance  Company  held  $132,000,000 
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plus  of  what  would  be  called  Morgan's  securities.  The  clipping 
referred  to  i8  so-called  Morgan  schemes  in  which  it  was 
alleged  that  the  New  York  Life  had  invested  the  above-named 
sum.  It  printed  a  table  and  the  total  of  this  table  aggregated  only 
$57,000,000.  Moreover,  an  inspection  of  the  18  issues  shows  that  5 
of  the  18  were  securities  with  which  the  firm  of  Morgan  &  Com- 
pany never  had  any  connection  whatsoever.  In  order,  however, 
to  give  you  what  I  think  you  want,  namely,  a  correct  idea  as  to 
what  the  New  York  Life  total  bond  holdings  represent  in  securi- 
ties, which  have  been  marketed  from  the  house  of  Morgan  & 
Company  from  time  to  time,  I  have  had  some  figures  prepared"  as 
follows:  I  find  that  on  December  31,  1904,  the  New  York  Life 
owned  a  par  value  of  $90,874,700  of  bonds,  coming  from  issues 
at  sometime  or  another  brought  out  by  Morgan  &  Company,  or 
Drexel,  Morgan  &  Company,  and  that  the  total  of  these  partic- 
ular issues  amounted  to  over  one  thousand  million  dollars.  In 
other  words,  out  of  a  total  issue  of  a  thousand  million  dollars  the 
New  York  Life  holds  ninety  million  dollars  of  such  securities. 
The  booked  value  of  those  $90,874,700  on  December  31,  1904, 
was  $90,507,905,  the  market  value  of  these  on  September  5,  1905, 
was  $93,899,154,  showing  an  enhancement  in  value  of  $3,391,249. 
Of  this  total  par  value  of  a  little  over  ninety  million,  $38,000,000, 
as  I  have  stated  heretofore,  since  I  became  chairman  of  the  Fin- 
ance Committee,  and  $52,000,000  were  purchased  and  held  by 
the  New  York  Life  prior  to  my  chairmanship.  They  represent 
not  eighty-four  different  issues,  as  the  newspaper  clipping  claims, 
but  forty-two  issues. 

I  am  obliged,  therefore,  to  say  that  the  newspaper  clipping  re- 
garding which  you  questioned  me  is  in  error  in  nearly  every  par- 
ticular. It  is  wrong  to  the  extent  of  forty-two  millions  in  the  money 
it  claims  the  New  York  Life  has  invested  in  Morgan  securities, 
it  is  overstated  to  the  extent  of  100  per  cent,  in  the  number  of 
so-called  Morgan  issues,  which  the  New  York  Life  holds,  it  is 
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wrong  in  including  securities  which  have  never  been  issued  by 
Morgan  &  Company  at  all,  it  is  wrong  in  including  in  its  list  of 
i8  securities  5  securities  amounting  to  $5,000,000  which  were 
never  issued  by  any  Morgan  house.  In  fact,  it  is  wrong  in  so 
many  particulars  that  I  am  within  the  facts  when  I  state  that  the 
article  is  entirely  misleading. 

Q.  You  stated  the  other  day  in  the  list  that  you  furnished  that 
during  the  time  that  you  had  been  chairman  of  the  Finance  Com- 
mitted, or  since  the  time  that  you  became  a  member  of  J.  P. 
Morgan  &  Company,  the  New  York  Life  had  purchased  from  J. 
P.  Morgan  &  Company  securities  of  the  par  value  of  $39,286,075 
at  a  cost  to  the  New  York  Life  of  $38,804,918.51.  You  also 
presented  a  statement  that  you  had  covered  over  to  the  New  York 
Life  Insurance  Company  $10,490.67  as  your  share  of  the  profits 
made  by  J.  P.  Morgan  &  Company  on  those  transactions.  I 
would  like  to  have  you  explain  how  it  is  that  your  interest  in  the 
profits  of  J.  P.  Morgan  &  Company  on  $38,804,918.51  of  trans- 
actions would  be  only  $10,490.67.  A.  Yes,  sir.  Well,  there  are 
several  reasons  for  that.  The  first  one  is  that  these  securities  are 
all  of  a  high  grade  in  which  the  commission  or  profit  to  the  bank- 
ers would  be  very  small.  In  the  next  place  I  have  been  represent- 
ing the  policyholders  of  the  New  York  Life  Insurance  Company 
all  this  time  on  a  salary  to  negotiate  for  securities,  and  buy  them 
as  cheaply  as  I  could,  and  I  was  in  a  better  position  to  buy  them 
cheaply  from  Morgan  &  Company,  perhaps,  than  most  anybody 
else,  although  I  think  I  have  always  bought  them  very  close,  if 
I  may  so,  because  of  knowing  what  those  securities  cost  Morgan 
&  Company,  and  I  bought  them  as  closely  as  I  could  always  in  any 
of  those  securities;  and  in  the  next  place  I  am  not  the  senior 
member  of  the  firm  of  J.  P.  Morgan  &  Company,  and  my  interest 
is  not  as  large  a  one,  if  I  have  got  to  speak  of  that,  as  some  people 
may  suppose.  But,  Mr.  Hughes,  that  statement,  as  I  am  sure  you 
will  know,  I  voluntarily  made  that  arrangement  with  the  com- 
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pany  two  years  ago,  and  made  up  the  account  at  that  time  and 
settled  it  on  what  was,  of  course,  an  absolutely  correct  basis. 
The  amount  may  seem  small,  but  is  correct,  and  arises  from  the 
facts  as  I  have  stated  them. 

Q.  You  stated  in  this  account  that  of  the  amount  paid  to  the 
New  York  Life  Insurance  Company,  $9,730  was  paid  by  virtue 
of  an  account  rendered?    A.  Yes,  sir. 

Q.  And  I  think  you  said  that  you  had  made  various  disburse- 
ments for  the  company?    A.  I  had,  sir. 

Q.  For  which  you  recouped  yourself  in  this  way?    A.  Yes,  sir. 

Q.  Now,  what  was  the  character  of  those  disbursements?  A. 
They  were  moneys  that  I  had  paid  in  London  in  connection  with 
some  advertising  matters  over  there  through  a  channel  that  we 
thought  would  be  helpful  in — not  specially  for  the  New  York  Life 
alone,  but  for  American  life  insurance,  in  an  agency  there  that 
looked  after  American  insurance  items,  and  growing  out  of 
an  arrangement  I  made  when  in  London  a  year  or  two  before 
that,  and  an  account  of  which  I  kept  of  the  payments  I  had  made 
and  which  I  turned  over  to  the  company  at  that  time,  and  which 
arrangement  has  been  continued,  but  since  that  time  the  company 
has  made  the  payment  itself. 

Q.  Were  those  payments  extending  over  a  considerable  period 
prior  to  December  30,  1903?  A.  Yes,  sir.  As  I  recollect  now, 
about  two  years. 

Q.  Had  you  made  requisitions  on  the  company  prior  to  this 
time  for  reimbursement  of  these  amounts  ?  A.  I  had  not,  because 
it  was  done  in  my  name,  as  we  wished  it  to  be  a  confidential 
arrangement  there. 

Q.  So  when  you  came  to  settle  with  the  New  York  Life  or  turn 
over  to  the  New  York  Life  the  share  of  the  profits  on  the  business 
done  with  Morgan  Sz  Co.  you  find  $9,730  owing"  to  you  from  the 
New  York  Life  ?    A.  And  the  accounts  for  that  and  the  vouchers 
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and  correspondence  everything'  pertaining  to  that  were  turned 
over  to  the  company  and  we  now  have  it. 

Q.  Then  you  made  your  check  to  the  company  for  $760.07  in 
addition?    A.  That  is  right,  sir. 

Q.  Now,  that  was  down  to  December  30,  1903  ?    A.  Yes,  sir. 

Q.  Since  that  time,  according  to  your  statement,  the  New  York 
Life  has  purchased  from  Morgan  &  Co.  about  $4,500,000  of 
securities  in  par  value,  paying  therefor  nearly  the  same  amount, 
or  practically  the  same  amount?    A.  Yes,  sir. 

Q.  Have  you  covered  over  your  interest  on  the  profits  in  those 
transactions?     A.  I  have,  sir. 

Q.  Is  that  in  this  check  of  $78.10?    A.  That  is  right,    sir. 

Q.  Under  date  of  July  19,  1905  ?    A.  That  is  right,  sir. 

Q.  And  that  covers  your  entire  interest  in  those  transactions? 
A.  Well,  yes,  sir.  There  are  one  or  two  items  outstanding  yet 
that  are  not  settled,  but  they  amount  to  scarcely  anything. 

Q.  You  were  stated  the  other  day  to  be  the  trustee  or  one  of 
the  trustees  of  a  fund  known  as  a  Nylic  fund  for  the  benefit  of 
agency  directors.  I  think  we  already  have  upon  the  record  the 
amounts  paid  to  you  as  trustee  for  the  benefit  of  the  agency 
directors.  As  I  understand  it  none  of  that  amount  has  been 
refunded?    A.  No,  sir. 

Q.  According  to  the  arrangement  with  the  company  none  of  it 
can  be  refunded  ?  A.  Except  under  the  terms  of  the  Nylic  agree- 
ment at  certain  periods. 

Q.  I  mean  to  the  company.  It  never  comes  back  to  the  com- 
pany ?    A.  It  never  comes  back  to  the  company,  no,  sir. 

Q.  From  the  company's  standpoint  the  payments  made  to  you 
as  trustee  for  Nylic  for  agency  directors  are  disbursements?  A. 
Yes,  sir,  and  have  so  been  charged  up. 

Q.  They  constitute  expenses  in  connection  with  the  agency 
business,  for  getting  business?    A.  That  is  right. 

Q.  And  are  so  treated,  are'  they  not  ?    A.  They  are ;  yes,  sir. 
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Q.  Well,  are  they  so  treated  in  your  reports,  or  are  they  treated 
as  a  commutation  of  renewal  commissions?  A.  Well,  I  think 
they  go  to  first  year's  bonuses,  do  they  not.     A.  Yes. 

Q.  At  first  I  couldn't  think  what  had  appeared  on  that.  A.  I 
wonder  what  you  think  of  half  as  many  terms  as  you  do,  sir. 

Q.  The  fact,  I  think,  sufficiently  appears?    A.  Yes,  sir. 

Q.  That  is,  you  have  disbursed  this  amount  of  money  on 
account  of  getting  business  ?    A.  The  New  York  Life  has. 

Q.  Now,  what  accounting  do  you  make  as  trustee  of  Nylic? 
A.  Well,  this  agency  directors'  Nylic  was  organized  by  some  of 
us  in  the  New  York  Life  to  accomplish  the  purpose  of  holding 
these  220  agency  directors  in  the  company's  service  so  that  they 
would  not  be  inclined  to  go  to  other  companies  or  to  other  lines  of 
business.  We  had  tried  various  ways  to  accomplish  this,  and  we 
finally  adopted  this  method  to  accomplish  two  purposes,  first,  to 
hold  these  men  firmly  in  the  company's  service,  and  second,  to 
so  interest  them  in  some  plan  of  investing  their  money  that  they 
would  not  give  any  thought  to  any  surplus  earnings  they  might 
have  to  invest  each  year,  but  would  pass  that  over  into  a  common 
fund  to  be  invested  for  them,  so  in  that  way  we  would  get  their 
undivided  time  in  the  interest  of  New  York  Life  policyholders. 
Now,  we  did  that  by  getting  them  together  and  saying  that  if  they 
would  deposit  with  trustees  whom  they  might  select  a  certain 
percentage  of  their  salaries  each  year,  and  any  extra  amounts  they 
earned  at  the  close  of  a  year  because  of  having  reduced  the  ex- 
penses of  their  agency,  because  of  engaging  new  agents  and 
getting  extra  amounts  of  new  business,  that  if  they  would  put 
all  these  into  a  common  fund  that  the  company  would  add  to 
that  fund  25  per  cent  of  their  salary  deposited  at  the  end  of  each 
year. 

Q.  You  will  remember  that  we  have  had  all  of  these  put  on  the 
record.  A.  Yes.  I  am  almost  done  with  that,  Mr.  Hughes.  Then 
we  would  put  these  funds  together  and  invest  them  through  a 
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common  channel.  In  the  year  1902  these  gentlemen,  the  agency- 
directors  of  the  company  deposited  with  the  trustees  $186,000 
plus.  In  1903  $253,000  plus ;  in  1904  $274,000  plus  and  in  1905 
up  to  date,  $230,000  plus,  so  that  there  has  been  paid  over  to  the 
trustees  $945,146.02.  Now,  the  trustees  at  the  beginning  were  the 
senior  vice-president.  Dr.  Tuck,  since  deceased,  Mr.  Weeks,  the 
company's  actuary  and  myself.  Since  the  death  of  Dr.  Tuck,  Mr. 
Kingsley  has  taken  his  place  as  a  trustee,  but  as  a  matter  of  fact 
this  money  has  all  been  handed  over  to  me  and  I  have  invested  it 
as  my  judgment  dictated,  and  at  the  close  of  each  year,  the  end 
of  January  of  each  year,  just  before  the  meeting  of  these  agency 
directors  which  is  held  annually  I  have  exhibited  to  my  co-trustees 
a  list  of  the  securities  in  which  this  money  was  invested,  and  then 
we  have  joined  in  a  memorandum  to  the  agency  directors  telling 
them  the  amount  of  profit  or  loss  arising"  from  their  funds  in  hand. 
Bringing  that  down  to  date  I  now  have  on  behalf  of  these  gentle- 
men, as  I  have  said,  $945,146.02  and  the  cash  value  of  the  securi- 
ties which  I  hold,  and  all  marketable  securities.  Stock  Exchange 
securities,  was  on  yesterday  $1,194,765.39,  showing  a  profit  to 
them  of  $249,619.37  in  three  years  and  a  half. 

Q.  Now,  all  that  that  you  are  doing,  is  for  the  benefit  of  these 
gentlemen   who  are   agency   directors?     A.  Yes,   sir. 

Q.  The  company  has  nothing  to  do  with  that?  A.  Not  a 
thing. 

Q.  You  are  the  trustee  of  that  fund,  and  from  the  company's 
standpoint  the  agency  directors  or  their  trustees  get  the  money? 
A.  That  is  right,  sir. 

Q.  You  are  representing  them  as  trustee  ?  Now,  what  I  want 
to  get  at  is  how  much  money  has  the  company  put  into  that  total  ? 
A.  Well,  it  has  all  been  put  in ;  all  of  that  $24,000,  into  it. 

Q.  Well,  how  much  has  it  put  in  all  told?  A.  It  has  put  in 
$76,699.86. 

Q.  Of  the  $900,000?     A.  Yes,  sir,  of  the  $945,146.02. 
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Q.  Are  you  quite  positive  of  that,  sir?  A.  Yes,  sir;  I  have 
the  figures  here. 

Q.  That  is  wrong,  I  think.     A.  Well,  perhaps  I  didn't  get  it. 

Q.  What  I  want  to  get  at  is  this,  what  amounts  have  been 
paid  over  by  the  company  to  the  trustees  of  Nylic  for  agency 
directors?  A.  The  men  themselves  have  paid  to  the  company 
as  cash  deposits  regularly  from  their  monthly  salaries,  that  is, 
their  own  money,  j-ou  know 

Q.  I  understand  that,  but  what  does  the  company  pay?  A.  I 
am  telling  you  where  this  money  all  comes  from.  From  their 
salares  they  have  paid  from  month  to  month  regularly  $306,799.61. 
The  bonuses  they  have  earned  by  way  of  having  reduced  the 
cost  of  business  increased,  the  number  of  agents,  and  increased 
the  volume  of  business,  and  which  they  have  paid  over  to  this 
fund,  being  their  own  money  earned  is  $524,259.52,  and  the 
amount  of  money  paid  over  by  the  company  as  25  per  cent, 
of  their  salary  deposits  heretofore  referred  to  is  $76,699.86.  That 
is  correct,  isn't  it? 

Q.  NoAV,  the  $300,000  is  part  of  the  salaries  which  they  paid 
over,   isn't  it?     A.  Yes,   sir. 

Q.  And  the  $520,000  is  bonuses  given  by  the  New  York  Life? 
A.  No,  sir,  I  beg  your  pardon.  This  is  just  as  much  a  part  of 
their  salary,  and  a  much  more  important  part  to  the  policyholder 
than  a  salary,  because  a  man  might  not  have  earned  the  salary, 
but  he  had  to  earn  this  by  reducing  the  cost  of  business,  increas- 
ing his  agents  or  increasing  his  business. 

O.  Whether  he  earned  it  or  not?     A.  He  did  earn  it. 

O.  Whether  he  earned  it  or  not  the  New  York  Life  Insurance 
company  had  contracts  to  pay  these  agents  certain  salaries  ?  A. 
And  these  bonuses. 

Q.  They  had  contracts  to  pay  certain  salaries A.  And 

bonuses. 
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Q.  Won't  you  follow  the  question,  please,  Mr.  Perkins.  A. 
But,  Mr.  Hughes,  don't  get  away  from  that. 

Q.-I  am  not  trying  to  get  away  from  it.  I  want  to  get  it  out 
clearly.     A.  Let  me  illustrate  it. 

Q.  If  you  will  be  good  enough  to  answer  a  few  questions,  we 
will  get  along  very  quickly.  You  have  a  contract  with  your 
agents  to  pay  them  certain  salaries.  You  want  to  add  cer- 
tain bonuses.  Well  and  good.  But  you  have  a  contract  to  pay 
salaries?  A.  Mr.  Hughes,  that  isn't  right.  That  is  all  I  can 
say  about  that. 

Q.  We  have  the  contract  in  evidence,  so  it  is  unnecessary  to 
take  time  with  respect  to  it.  But  the  fact  of  the  matter  is 
that  25  per  cent,  of  certain  salaries  are  paid  over  by  the  agency 
directors  to  the  Nylic  fund.  That  is  right,  isn't  it  ?  A.  That  is 
right,  sir. 

Q.  And  the  equivalent  amount  is  paid  over  by  the  company 
to  the  Nylic  fund?     A.  No,  sir;  that  is  not  right. 

Q.  It  would  be  right  if  I  said  that  25  per  cent,  of  that  amount 
is  paid  over.     Is  that  right?     A.  That  is  right;  yes,  sir. 

Q.  Now,  the  amount  paid  over  by  the  company  to-  the  Nylic 
fund  on  account  of  bonuses  which,  as  you  say,  otherwise  the 
agents  would  have  received  themselves,  is  some  $524,000?  A. 
Yes,  sir. 

Q.  And  that  $524,000  are  amounts  paid  under  the  agents' 
contract  in  addition  to  what  are  termed  salaries  as  bonuses? 
A.  As  extra  compensation. 

Q.  As  extra  compensation?  A.  For  accomplishing  certain 
results,  and  they  don't  get  them  unless  they  accomplish  those 
results. 

Q.  It  has  been  made  very  clear,  because  we  have  the  contract 
in  evidence?     A.  Very  good. 

Q.  Are  all  these  amounts  of  bonuses  paid  under  the  contract, 
or  are  some  of  them  subject  to  prizes  and  offerings  made  from 
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time  to  time  to  increase  the  efforts  of  the  agents  ?     A.  Yes,  and 
all  that  sort  of  thing. 

Q.  How  much  is  that  sort  of  thing  ?  A.  Mr.  Buckner  can  get 
a  state^nent. 

Q.  You  haven't  got  that?  A.  No,  sir.  The  whole  thing 
amounted  to  $428,000.  But  what  I  want  to  make  clear  is  the 
term  "bonus"  is  in  a  way  unfortunate.     It  is  a  reward 

Q.  Well,  it  means  something  good?  A.  No,  sir.  No,  I  beg 
your  pardon. 

Q.  It  means  something  good?  A.  Now  there  is  where  you 
are  wrong.    I  am  not  going  to  let  the  record  stand  that  way. 

Q.  I  was  merely  translating  it  from  the  Latin.  A.  You  are 
translating  it  wrong. 

Q.  Well,  then,  you  translate  it.  A.  You  are  a  lawyer,  and  a  man 
says  I  want  to  retain  you  for  $25,000  in  a  lawsuit  and  when  we 
get  this  lawsuit  done  and  won  I  will  settle  with  you.  That  is 
the  way  we  do  this.  We  say  to  the  agency  directors,  we  will 
pay  you  a  salary  of  $2,500  a  year,  and  if  you  get  certain  business 
at  a  certain  cost  and  have  so  many  agents  at  the  end  of  the  year 
and  so  much  business  and  don't  lose  money  in  advances  and  all 
these  other  things,  we  will  give  you  so  much  money  at  the  end 
of  the  year.  And  now  we  have,  according  to  our  vernacular, 
called  that  a  bonus.  It  is  no  more  a  bonus — a  bonus  in  the  ordi- 
nary sense  of  the  word  is  thought  to  be  a  gift,  something  a  man 
gets  for  nothing.  I  don't  want  that  on  the  record  in  that  way. 
These  men  earn  this  much  more  completely  than  they  do  their 
salary,  and  as  a  matter  of  fact  these  bonuses,  as  you  term  them, 
are  a  way  of  insuring  to  the  policyholders  the  fact  that  the  man 
will  earn  a  salary. 

Q.  Your  emphasis  about  that  is  probably  due  to  the  fact  that 
you  were  not  here  when  these  contracts  were  put  in  evidence.    A. 
Probably  not. 
Q.  You  can  correct  that  vernacular  to  suit  yourself.    We  were 
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only  using  terms  found  in  your  report.  A.  You  say  it  was  some- 
thing good. 

Q.  I  was  merely  translating  the  Latin  word  bonus.  A.  I  am 
glad  you  did,  because  it  doesn't  properly  translate  into  this. 

Q.  You  had  better  change  the  term  and  get  something  that  will 
be  accurate.  A.  Will  the  secretary  please  make  a  note  of  that  and 
we  will  change  the  term.  There  is  something  good  will  come  out 
of  this  investigation,  I  am  satisfied. 

Q.  A  bonus?    A.  I  hope  so,  especially  to  these  stenographers. 

Q.  Now,  the  thing  I  was  aiming  at  was  not  at  all  a  characteri- 
zation of  it.    A.  You  understand  what  I  was  getting  at. 

Q.  That  is  not  what  we  sought  for,  that  is  fully  on  the  record, 
but  just  how  those  payments  were  made  up  and  what  went  over 
to  the  Nylic  fund  for  agency  directors  ?  A.  That  is  what  I  tried 
to  tell  you. 

Q.  I  think  we  understand  it  that  some  $300,000  is  made  up  of 
salary  contributions  and  $76,000  made  up  of  25  per  cent,  of  sal- 
ary contracts  given  by  the  company  under  its  contract  in  the 
Nylic  fund,  and  $524,000  is  made  up  of  what  these  men  would 
otherwise  have  received  under  their  contracts  under  what  has 
been  called  bonuses,  whether  rightly  or  wrongly,  and  also  by 
way  of  special  prizes  and  special  premiums  for  special  effort. 
That  is  right,  isn't  it  ?    A.  That  is  right. 

Q.  And  you  have  the  whole  $900,000  in  your  possession  in- 
vested, as  you  have  stated?    A.  Yes,  sir. 

Q.  And  how  many  men  are  interested  in  that?  A.  220  some 
odd,  men,  I  believe,  are  there  not,  Mr.  Buckner,  about  220? 

Q.  All  told?  A.  Yes,  sir.  Now  that  is  all,  I  think,  Mr. 
Hughes,  in  the  way  of  memorandums. 

Q.  Do  }-ou  want  to  go  now?  A.  At  your  pleasure.  I  would 
like  to  if  it  is  convenient  to  you. 

O.  I  have  a  few  more  questions,  but  they  can  wait  until  some 
other  time.    A.  Very  well,  if  it  is  your  convenience. 
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MR.  HUGHES:     Air.  Buckner,  will  \ou  take  the  stand? 
THOMAS  A.  BUCKNER,  recalled,  testified  as  follows: 

THE  WITNESS :  Mr.  Hughes,  before  you  start  in  on  your 
questions,  I  would  like  to  make  some  corrections  in  my  testimony 
of  the  other  day.  On  September  21st,  with  references  to  the 
amount  of  bonuses  paid  to  agency  directors  for  securing  new  men, 
that  is  to  say,  the  $2.00  per  thousand  on  the  first  twelve  months 
work  of  new  men  secured,  you  have  yet  to  make  an  estimate 
which  I  first  did  at  balance  $ioo,O0O'and  later  erroneously  made 
a  correction.  The  $100,000  estimate  was  about  right.  We  do  not 
keep  that  item  separate,  but  this,  I  think,  somewhere  near  correct. 

You  asked  me,  with  reference  to  the  item  appearing  in  our 
schedule,  which  I  gave  you  of  $195,164.44  charged  at  Home  Office 
Agency  expenses  in  1903,  and  a  similar  item  of  $183,362.01 
charged  in  the  same  way  for  1904.  I  told  you  that  my  salary  and 
that  of  Mr.  E.  R.  Perkins  was  in  that  account,  but  that  I  did  not 
know  what  that  account  was.  I  find  that  upon  an  inquiry  of  the 
controller  that  these  items  were  composed  of  the  salaries  for  all 
of  the  clerical  force  on  the  Agency  Department,  and  the  Home 
Office  premium  division,  which  corresponded  to  the  Cashier's 
Division,  outside  of  the  Home  Office,  which,  the  salaries,  of  the 
examiners,  of  agents,  accounts  and  the  salaries  of  inspectors,  ex- 
aminers of  branch  office  accounts.  They  have  been  charged  that 
way  since  1895.  I  think  evidently  for  the  purpose  of  having  that 
charge  in  our  own  estimation  go  against  the  new  business. 

You  asked  me  as  to  the  average  salary  paid  to  agency  directors. 
I  made  an  estimate,  I  think,  of  $3,000.  That  was  only  an  esti- 
mate. I  find  upon  investigation  that  the  present  time  we  have 
192  agency  directors  in  the  United  States  and  Canada,  their  av- 
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erage  salary  is  $2,544.43.  That  is,  at  the  present  rate.  The  con- 
tract bonuses  paid  to  these  agencies  in  1904  was  $140,670.88,  in- 
cluding that  $2  per  thousand  bonus,  to  which  I  have  just  referred. 
That  means  an  average  bonus  of  $732.67.  I  am  using  the  word 
bonus  in  the  sense  Mr.  Perkins  just  explained,  not  m  the  sense  of 
the  Latin  word.  Making  an  average  compensation  to  agency  di- 
rectors on  the  basis  of  the  earnings  to  these  contract  bonuses  of 
1904  and  their  present  salaries  $3,277.10.  It  does  not  include  the 
Nylic  for  agency  directors. 

You  asked  me  several  questions  to  which  I  assented,  which 
question  implied,  as  I  re-read  the  testimony  that  Nylic  for  agents 
— I  don't  mean  now  Nylic  for  agency  directors — was  in  a  sense  a 
payment  for  past  services.  That  was  particularly  brought  out 
with  reference  to  old  men  in  the  employ  of  the  company  prior  to 
January  i,  1896,  when  we  introduced  Nylic.  In  assenting  to  that 
I  was  in  error.  The  monthly  payments  to  Freshmen,  first,  second 
and  third  degree  Nylics,  whether  to  new  men  or  to  old  men  em- 
ployed prior  to  January  1,  1896,  is  compensation  for  services 
rendered  during  the  time  when  the  monthly  payments  are  made, 
and  is  in  no  sense  payment  for  previous  services,  although  we 
have  adopted  as  a  rule  for  ascertaining  what  monthly  payments 
we  will  make,  as  the  basis  for  calculating  that,  the  leng'th  of 
service,  the  experience  of  the  men,  amount  of  business  that  they 
have  previously  written. 

With  reference  to  the  old  men  we  did  not  think  that  it  was 
necessary  to  require  of  them  the  five  years  apprenticeship  that 
was  required  of  new  men  in  order  to  entitle  them  to  begin  to 
draw  payments  from  Nylic,  and  they  were  advanced  in  Nylic  as 
for  time  service  for  one-half  of  their  time  in  the  service  prior  to 
January  i,  1896. 

O.  And  they  were  paid  upon  the  basis  of  the  business  which 
they  had  obtained  previously?  A.  The  business  which  they  had 
obtained  previously  as  well  as  their  experience  with  the  company 
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was  used  as  a  measure  for  ascertaining  wiiat  they  should  be  paid 
for 'future  services,  through  NyHc. 

Q.  The  distinction  you  make  is  that,  instead  of  paying  them  for 
the  work  they  had  previously  done,  you  paid  them  for  the  work 
they  are  now  doing,  using  the  work  they  have  previously  done  as 
a  basis  for  computing  the  compensation  ?  A.  As  a  measure — yes, 
sir;  that  is  correct. 

Q.  I  find .     A.  Just  one  more  point,  Mr.  Hughes.     You 

asked  me  a  question  as  to  whether  any  books  were  kept  for  Nylic 
for  agency  directors.  I  find  that  the  trustees  do  keep  books,  and 
I  think  that  is  under  the  charge — in  fact  it  is  since  I  have  inves- 
tigated— that  it  is  under  the  charge  of  Mr.  Weeks  and  done  by 
some  one  under  his  direction.     Thank  you  for  your  kindness. 

Q.  I  find  in  your  report  to  the  State  Insurance  Department  of 
New  York  under  date  of  December  31,  1904,  the  following  item: 
"Commuting  renewal  commissions  $727,282.50."  A.  Yes  sir. 
You  asked  me  to  bring 

Q.  As  a  matter  of  fact  was  that  amount  paid  during  the  year 
for  commuting  renewal  commissions?  A.  I  have  a  statement  of 
that,  Mr.  Hughes.  You  have  one  of  our  receipts  and  disburse- 
ments sheets? 

Q.  Yes,  sir.  A.  That  is  segregated  on  the  receipts  and  dis- 
bursements sheets  which  I  handed  you. 

Q.  The  question  that  I  asked  you  was  that  amount  of  $727,- 
282.50  paid  for  commuting  renewal  commission  in  1904?  A.  That 
amount  included  an  amount  of  advance  commissions,  Mr.  Hughes. 

Q.  Well,  it  wasn't  paid  for. at  that .  A.  Advances  on  com- 
missions $605,444.90,  which  we  treated  as  commuting  commis- 
sions. 

Q.  I  know  you  treat  it  that  way,  but  as  a  matter  of  fact  what 
is  commuting  a  renewal  commission  ?  A.  I  should  say  that  it  was 
either  a  payment  in  full  for  future  renewal  commissions,  prom- 
ised under  contracts,  or  it  was  a  payment  in  part. 
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Q.  When  you  commute  renewal  commissions  you  buy  a  man's 
right  to  his  renewal  under  his  contract  for  a  certain  sum  of  money, 
do  you  not?  A.  I  believe  that  is  the  general  way,  but  I  don't 
think  that  is  necessarily  so.  You  mig'ht  commute  some  of  the 
commissions  without  commuting  all,  or  without  buying  him  out 
in  full. 

Q.  I  asked  you  for  a  statement  or  asked  your  company  the 
other  day  for  a  statement  of  your  renewal  commissions  commuted 
for  1904,  and  you  hand  me  this  statement  which  shows  renewal 
commisssions  commuted  for  1904  $121,187.67?  A.  Yes,  you 
asked  me  for  that,  and  I  have  it  here. 

Q.  You  produce  that  statement.  That  was  the  amount  for 
actual  commutation  during  that  year?  A.  Outside  of  advances, 
yes. 

Q.  Now,  what  are  those  advances?  A.  These  advances  are 
payments  made  to  agents  on  account  of  their"  future  earnings. 

Q.  They  are  loans,  aren't  they  ?  A.  I  should  say  they  are  some- 
what of  that  nature. 

Q.  In  other  words  they  are  a  loan  to  the  agent  on  the  security 
of  his  renewal  commissions?  A.  Not  altogether.  They  are  ad- 
vances made  to  agents  on  the  security  of  their  entire  equities  with 
the  company.    Sometimes 

Q.  And  also  on  their  personal  responsibility?  A.  On  their 
personal  responsibility. 

Q.  In  other  words,  if  the  agent  gets  a  loan .    A.  And  on 

the  work  they  are  supposed  to  do. 

Q.  If  an  agent  gets  a  loan  from  your  company  he  is  free  to 
pay  the  loan,  isn't  he?    A.  Oh,  yes. 

Q.  And  if  he  repays .     A.  But  we  don't  always  consider 

an  advance  a  loan,  Mr.  Hughes. 

Q.  Taking  these  amounts  that  you  call  advances,  they  are 
amounts  that  you  pay  to  the  agents,  are  they  not?  A.  They  are 
payments  made  to  the  agents,  yes,  sir. 
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Q.  And  the  agent  is  at  liberty  to  pay  them,  isn't  he?  A.  Yes, 
sir. 

Q.  And  if  he  does  pay  them  he  retains  his  right  under  his 
contract  to  whatever  renewal  commissions  he  may  be  entitled 
to?    A.  And  the  first  year's  commissions  also. 

Q.  Well,  anything  ?    A.  Yes,  sir,  whatever  he  is  entitled  to. 

Q.  In  other  words,  if  he  pays  his  advance  he  has  his  complete 
fights?    A.  Yes,  sir. 

Q.  In  the  meantime,  whatever  rights  he  has  from  the  company 
which  you  call  his  equities,  also  whatever  renewals  he  is  entitled 
to  he  pledges  to  the  company  for  the  repayment  of  the  advance? 
A.  Yes,  with  the  business  already  on  the  books,  as  well  as 
business  he  puts  on  the  books  in  the  future. 

Q.  When  you  commute  a  renewal  commission  the  agent  is  no 
longer  entitled  to  a  renewal  commission,  but  gets  a  lump  sum 
in  payment  for  whatever  may  be  coming  from  him  to  the  com- 
pany? A.  That  is  necessarily  true.  If  we  bought  him  out  in 
entirety,  yes,  but  if  we  commuted  some  of  the  renewal  commis- 
sions that  would  not  be  true. 

Q.  When  I  asked  you  for  a  statement  of  renewal  commissions 
commuted  for  igor,  $121,187.67,  was  that  a  true  statement? 
A.  I  think  so. 

Q.  And  that  was  all  that  you  had  commuted  for  that  year? 
A.  That  was  outright. 

Q.  Outright?    A.  Yes,  sir. 

Q.  And  the  rest  were  advances  to  agents?  A.  The  rest  are 
advances  on  future  earnings,  past  earnings  and  work  that  they 
are  expected  to  do. 

Q.  And  advances  which  can  be  repaid?  A.  Which  can  be 
repaid. 

BY  THE  CHAIRMAN : 

Q.  Mr.  Buckner,  are  advances  ever  made  on  expected  future 
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business  irrespective  of  contractural  rights  of  renewals  ?  A,  Yes, 
sir,  Mr.  Chairman,  we  find  that  is  necessary  in  order  to  carry 
an  agent  until  he  can  make  a  living  out  of  commissions.  It  is 
charged  up  to  his  future  earnings.  We  take  many  agents  who 
haven't  got  any  capital,  on  hand,  who  have  families  to  support, 
and  instead  of  giving  them,  as  we  would  have  a  right  to  do,  of 
course,  a  salary  outright,  we  put  them  on  a  commission  basis 
and  then  make  them  advances  to  carry  them  for  a  month,  two 
months  or  three,  until  they  are  on  a  running  basis  on  commis- 
sions. 

Q.  Purely  on  expected  new  business?  A.  Yes,  sir.  We 
charge  it  off  as  an  expense. 

BY  MR.  HUGHES : 

Q.  Now,  when  you  make  your  reports  toi  the  State  Insurance 
Department  you  don't  show  what  advances  you  have  made  to 
agents  under  the  term  advances  or  under  the  term  losses  ?  A.  It 
doesn't  occur  in  the  report,  I  think,  Mr.  Hughes.  However,  we 
do  not. 

Q.  It  occurs  in  the  report  under  the  head  of  commuting  re- 
newal commissions?  A.  I  am  not  certain  whether  the  com- 
pany placed  it  there  or  whether  the  Commissioner  of  Insurance 
placed  it  there.  I  heard  you  state  this  morning  some  things 
as  true,  which  I  think  you  are  in  error  about.  The  Insurance 
Commissioner  does  not  always  put  in  his  report  items  we  give 
him;  not  always. 

Q.  If  there  is  any  erroneous  statement  on  my  part  I  would  be 
glad  to  have  it  corrected.  In  the  meantime  you  can  devote  your 
attention  to  this  that  we  have  before  you  and  see  if  there  is  any- 
thing erroneous  there.  $727,282.50  of  commuted  renewal  com- 
missions.    Now,  that  includes  all  advances  to  agents,  does  it? 
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A.  If  you  will  allow  me  to  correct  you,  it  says  commuting  re- 
newal commissions,  not  commuted. 

Q.  The  "ing"'  is  supposed  to  cover  advances?  A.  It  is  sup- 
posed to  cover  future,  I  think,  as  well  as  past. 

Q.  Whatever  these  advances  are  in  that  item  and  anywhere 
else  in  the  reports?     A.  I  think  so,  I  so  understand  it. 

Q.  But  since  1901  when  you  took  the  entire  amount  of  agents' 
balances  and  charged  them  against  the  profits  made  on  the 
sales  of  securities  showing  the  net  profits  in  the  report  you  have 
carried  the  advances  to  agents  under  the  head  of  commuting 
renewal  commissions  in  your  report?  A.  I  understand  that  to 
be  so,  although  I  have  no  connection  with  that  part  of  the  work, 
making  the  report.  I  don't  believe  tliat  every  year  since  that 
time,  Mr.  Hughes — if  you  will  allow  me  to  correct  that,  I  think 
your  question  included  every  year  since  1901.  I  think  1902  they 
were  carried  off  to  profit  and  loss.  I  think  so ;  I  am  not  certain 
about  that. 

Q.  Well,  I  would  be  glad  to  have  that  stated.  A.  But  since — 
any  how  in  the  years  1903  and  1904  and  up  to  date  in  the  present 
year  that  is  the  method  of  treating  that  item. 

Q.  Now,  I  want  to  see  just  how  these  advances  are  made. 
In  the  first  place,  do  you  ever  pay  agents  anything  to  get  them 
from  another  company?  A.  Not  for  that  purpose.  Sometimes 
we  make  advances  to  agents. 

Q.  Who  come  over  from  another  company?  A.  Who  come 
over  from  another  company.     Not  very  often,  though. 

Q.  You  make  these  advances  contemporaneously  with  their 
coming  over  from  the  other  company?  A.  Sometimes  it  has 
been  done.     It  is  not  our  present  policy,  however. 

Q.  Do  you  recall  any  case  in  which  it  has  been  done  on  any 
considerable  scale?  A.  Yes,  sir.  You  subpoenaed  a  copy — me 
to  bring  the  contracts  made  in  Buffalo  about  the  Fall  of  1901. 

Q.  Now,  what  took  place  in  Buffalo  in  the  Fall  of  1901  with 
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regard  to  the  transfer  of  agents  from  one  company  to  another? 
A.  Well,  I  don't  think  I  would  like  to  characterize  it  in  that 
way.  All  I  know  about  the  matter  is  this,  that  in  the  Fall  of 
1901  we  employed  a  great  many  agents  in  Buffalo,  and  in  the 
winter  of  1902  as  well.  These  men  had  been  with  another  com- 
pany. 

Q.  What  company  ?    A.  The  Equitable. 

Q.  How  many  men  did  you  employ  at  that  time  who  had  pre- 
viously been  with  the  Equitable?    A.  I  don't  know  the  number. 

Q.  Well,  approximate  it?  A.  I  should  say  something  like 
thirty,  maybe,  or  forty. 

Q.  Did  you  employ  practically  all  the  men  who  had  been  pre- 
viously employed  at  Buffalo  by  the  Equitable?  A.  I  don't  think 
so;  I  am  not  sure;  I  don't  know  about  that. 

Q.  What  proportion  of  them  ?    A.  That  I  don't  know. 

Q.  Was  there  a  time  when  the  Equitable  took  from  the  New 
York  Life  a  large  number  of  the  agents  employed  in  New  York? 
A.  Yes,  sir. 

Q.  When  was  that?  A.  I  think  that  was  in  the  beginning  of 
1900,  if  I  remember  correctly. 

Q.  How  many  men  who  had  been  employed  by  the  New  York 
Life  were  then  employed  by  the  Equitable?    A.  I  don't  know. 

Q.  Well,  approximately  ?  A.  I  should  say  approximately  some- 
thing between  100  and  200;  maybe  more;  I  don't  recall. 

Q.  Was   it  your  understanding  that  the   Equitable  paid  any 

money A.  The  papers  at  the  time  had  about  400,  but  that 

was  the  usual  over  statement  of  the  papers. 

Q.  Kind  of  a  bonus  statement  ?    A.  Something  thrown  in. 

Q.  Was  it  your  idea  that  the  Equitable  spent  some  money  to 
effect  that  transfer?    A.  That  I  don't  know. 

Q.  You  never  heard  anything  of  that  sort  ?  A.  No,  sir ;  I  do 
not  know.     They  paid  them  certain  compensation,  and  may  have 
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made  them  advances  for  aught  I  know.    I  won't  say  I  never  heard 
that  was  so.    That  was  rumored ;  I  don't  know  that  was  so. 

Q.  Now,  when  you  came,  that  is,  the  New  York  Life  came  to 
employ  agents  in  Buffalo  who  had  been  previously  employed  by 
the  New  York  Life,  did  they  have  to  spend  any  money?  A.  By 
the  Equitable. 

Q..  I  meant  by  the  Equitable,  did  the  New  York  Life  have  to 
spend  any  money  ?  A.  We  didn't  spend  any  money,  no,  sir.  We 
made  them  contracts. 

Q.  Well,  did  you  pay  any  money  ?  A.  Oh,  yes,  we  made  them 
contracts  and  we  made  them  advances. 

Q.  And  liberal  advances  ?  A.  Well,  that  is  a  term  that  is  sub- 
ject to  a  matter  of  opinion,  as  to  whether  it  was  liberal  or  whether 
it  wasn't. 

Q.  Now,  suppose  you  produce  for  me  a  contract  made  with 
Mr.  Desbecker,  of  Buffalo,  at  or  about  that  time? 

(Witness  produces  papers.) 
A.  There  are  two  contracts,  Mr.  Hughes. 

Q.  You  produce  a  contract  under  date  of  November  19,  1901, 

with  David  H.  Desbecker,  of  Buffalo.    This  was  on  a  form 

A.  That  is  the  last  contract,  Mr.  Hughes,  that  you  have  first 
there.    There  are  two  there. 

Q.  The  first  contract  is  under  date  of  November  11,  1901,  which 

is  on  a  form  of  contract A.  And  it  was  supplanted  by  the 

second  so  that  the  first  was  supplanted  entirely  from  original 
date  by  the  second. 

Q.  That  is  the  second  that  you  refer  to  as  the  one  of  November, 
19,  1901  ?    A.  They  both  took  effect  on  that  date. 

Q.  Now,  that  being  on  your  reg'ular  form  there  was  a  confiden- 
tial memorandum  of  supplementary  returns?  A.  All  contracts 
are  marked  confidential. 

Q.  Yes,  but  this  is  a  memorandum  of  supplemental  returns? 
A.  Yes.    That  is  a  part  of  the  agreement ;  yes,  sir. 
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MR.  HUGHES :  I  will  offer  it  in  evidence. 
(Marked  Exhibit  208  and  read  by  Mr.  Hughes.) 

Q.  Now,  Mr.  Desbecker  had  formerly  been  employed  by  the 
Equitable?     A.  I   think  he  had. 

Q.  You  started  out  by  providing  for  what  are  termed  bonuses 
proportioned  according  to  the  amount  of  the  business  and  to 
aggregate  in  a  total  of  $4,000?    A.  Yes,  sir. 

Q.  These  being  payments  in  addition  to  those  called  for  by 
the  form'  of  printed  contract  under  the  same  date?    A.  Yes,  sir. 

Q.  Then  you  proceed  to  say  that  $3,500  of  this  $4,000  shall  be 
paid  to  Mr.  Desbecker  irrespective  of  what  amount  of  insurance 
he  writes.     A.  That  was  guaranteed  to  him. 

Q.  Now,  was  that  the  way  in  which  arrangements  were  made 
with  the  other  agents  who  came  over?  A.  Perhaps  some  others, 
but  not  all. 

Q.  A  number  made  in  that  way?  A.  I  think  only  two  or 
three. 

Q.  Have  you  a  statement  of  the  ledger  balances  of  the  Buffalo 
branch  office  for  the  month  of  December,  1903?  A.  I  have,  sir 
(producing  paper).     I  think  that  is  it. 

MR.  HUGHES :     Mark  it  for  identification. 

(Marked  Exhibit  209  for  identification.) 

Q.  Now,  from  this  it  appears  that  in  the  year  1902  there  were 
advanced  to  agents  at  the  Buffalo  branch  office  a  total  of 
$48,063.56?     A.  That  is  correct. 

Q.  What  are  these  blue  checks  that  appear  opposite  the  items? 
A.  That  I  don't  know.  Some  of  the  clerks  checking  them  up, 
I  suppose. 
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Q.  Are  those  the  items  that  have  been  charged  up  to  profit 
and  loss?  A.  Not  that  I  know  of,  sir.  That  is,  I  don't  know 
whether  they  were  charged  to  profit  and  loss  or  not. 

Q.  Have  you  anything  which  will  enable  you  to  tell  what 
amounts  of  these  advances  to  agents  have  been  charged  to  profit 
and  loss?    A.  For  1902? 

Q.  Yes.  A.  I  think  all  advances,  Mr.  Hughes,  of  the  whole 
company  for  the  year  1902  were  charged  to  profit  and  loss,  that 
is,  we  discontinued  carrying  them  as  an  asset  in  190 1. 

Q.  Are  you  quite  sure  that  all  of  them  have  been?  A.  I  think 
so.  I  am  not  sure ;  I  don't  know ;  but  I  think  that  all  advances 
made  during  the  year  1902  were  charged  to  profit  and  loss  at 
the  close  of  the  year.  That  is,  all  made  and  not  repaid  at  the 
end  of  the  year — by  the  end  of  the  year. 

Q.  Well,  then,  can  you  state  what  amount  of  these  which  were 
made  were  not  repaid  by  the  end  of  the  year?  A.  I  cannot. 
That  $48,000  is  balance. 

Q.  Wliich  was  not  repaid?  A.  That  is,  at  the  end  of  1902 
that  was  the  balance. 

Q.  And  that  which  was  not  repaid  you  think  that  was  all 
charged  to  profit  and  loss?     A.  I  think  so. 

Q.  Look  at  this  item,  for  example,  of  M.  D.  Cohen,  was  that 
charged  to  profit  and  loss?  A.  Well,  that  I  don't  know,  Mr. 
Hughes,  except  in  a  general  way.  I  am  under  the  impression 
that  all  advances  of  the  company,  not  only  Buffalo  branch,  but 
all  branches  remaining  unpaid  on  December  31,  1902,  were  car- 
ried off  to  profit  and  loss. 

Q.  You  treat  it  as  a  dead  loss?  A.  We  ceased  treating  it  as 
an  asset.     We  don't  consider  it  a  dead  loss ;  no,  sir. 

Q.  Well,  when  you  get  any  money  in  on  these  advances  what 
do  you  do,  credit  it  to  profit  and  loss?  A.  No,  sir;  they  are 
credited  to  advance  account. 

Q.  If  you  charge  it  out  how  do  you  bring  it  in?     A.  Our  sys- 
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tem  now,  and  since  1902,  I  think,  has  been  to  charge  to  an  ad- 
vance account  the  current  advance  made  and  to  credit  to  that 
account  advances  that  the  company  has  recouped  from  former 
advances. 

Q.  That  is  since  1902  ?     A.  I  think  so. 

Q.  Before  1902  you  charged  them  to  profit  and  loss?  A.  Be- 
fore 1902  they  were  carried  as  an  asset  and  at  the  close  of  the  year 
carried  out  to  profit  and  loss. 

Q.  And  if  you  got  anything  out  of  it  you  credited  to  profit 
and  loss?  A.  I  think  not,  but  I  don't  know  anything-  about  the 
profit  and  loss  account,  so  I  am  not  competent  to  testify  to  it. 

Q.  The  same  statement  for  1904  shows  agents'  balances  for 
1903,  that  is,  advances  to  agents  f of  1903  ?     A.  Yes,  sir. 

Q.  And  they  amount  to  $24,426.02?  A.  That  is  correct,  ac- 
cording to  this  statement. 

Q.  Making  a  total  of  $81,920.12?  A.  Total  outstanding  at 
that  time. 

Q.  And  does  the  statement  also  show  the  amounts  that  had 
been  received  by  way  of  credits?  A.  No,  sir,  these  are  the  net 
items ;  these  are  the  net  balances. 

Q.  What  ■  are  the  credits  shown  there  ?  A.  Those  are  agents 
that  have  no  debit  accounts  at  all.  As  a  rule  those  are  incidental 
items,  rather  accidental,  because  agents  who  have  no  debit  bal- 
ances draw  their  commissions  in  cash  as  a  rule. 

Q.  Do  I  understand  that  the  advances  made  to  agents  of  the 
Buffalo  branch  for  1902  exceeded  by  $48,000  all  that  the  agents 
were  entitled  to  for  that  year?  A.  I  would  not  say  all  that  they 
were  entitled  to,  all  that  they  had  earned  in  actual  commissions 
accrued. 

Q.  Up  to  that  time?    A.  Yes,  sir. 

Q.  Including  first  year  and  renewal  commissions  up  to  that 
time?  A.  Including  all  commissions  accrued  up  to  that  time  for 
those  particular  agents. 
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Q.  And  the  same  is  true  in  1903  ?  A.  The  same  is  true  in  1903 
as  to  the  agents  Hsted  here. 

Q.  Now,  can  you  explain  why  it  was  that  you  had  to  advance 
$48,000  to  these  agents  in  addition  to  the  amounts  paid  them  under 
their  contracts  in  the  year  1902?  A.  I  can  only  explain  in  a 
general  way.  Of  course,  the  man  who  made  the  advances  would 
be  the  one  to  explain  why  he  did  it. 

Q.  Who  was  that?  A.  That  was  the  agency  director  of  the 
branch  office. 

Q.  Who  was  he?  A.  At  that  time  he  was  Dr.  Pierman,  I 
think — no,  not  in  1902 — Mr.  Aird. 

Q.  Why  did  3'ou  mention  Dr.  Pierman?  A.  He  was  there  in 
1901. 

Q.  He  went  there  to  attend  to  the  matter  of  getting  the  agents  ? 
A.  He  was  the  agency  director  of  the  Buffalo  branch  in  1901. 

Q.  He  was  sent  there  by  the  company  to  procure  the  agents? 
A.  No,  sir. 

Q.  Who  sent  him  to  Buffalo?  A.  He  was  the  agency  director 
of  the  Buffalo  branch  when  he  employed  the  agents. 

Q.  When  did  he  become  such  agency  director  of  the  Buffalo 
branch?    A.  I  don't  know  the  exact  date  but  sometime  prior. 

Q.  How  long  prior  ?    A.  I  couldn't  say. 

Q.  Very  long?    A.  A  year,  anyway. 

Q.  This  Mr.  Aird  succeeded  him?  A.  Then  Mr.  Aird  suc- 
ceeded him. 

Q.  And  under  Mr.  Aird's  management  these  large  advances  of 
$48,000  were  made  ?  A.  I  think  some  of  those  advances,  perhaps, 
were  made  pursuant  to  agreements  made  prior  to  Mr.  Aird's  ad- 
ministration. 

Q.  What  were  those  agreements?  A.  Those  were  agreements 
similar  to  Mr.  Desbecker's  that  you  just  read. 

Q.  Now,  this  amount  of  $3,500  that  Mr.  Desbecker  was  to  g'et 
anyway,  irrespective  of  what  amount  he  wrote,  as  an  additional 
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payment  over  and  above  his  contract  payments,  was  not  charged 
as  an  advance.     A.  I  think  it  was;  yes,  sir. 

Q.  That  was  something  that  Mr.  Desbecker  was  entitled  to. 
A.  It  was  guaranteed  to  him,  but  I  think  it  was  carried  as  an  ad- 
vance at  first. 

Q.  You  will  remember  that  the  contract  says  that  $1,500  was  to 
be  advanced  to  him  in  addition  to  the  $3,500  and  charged  as  an 
advance?    A.  Yes,  sir. 

Q.  But  you  think  the  $3,500  was  also  charged  as  an  advance? 
A.  I  think  so. 

Q.  Now,  will  you  look  at  1902,  in  your  statement  under  Des- 
becker and  see?     A.  Oh,  that  was  1901,  that  Desbecker  advance. 

Q.  Then  it  was  not  a  part  of  the  $48,000  at  all?  A.  No,  sir. 
A  balance  may  be . 

Q.  Then  is  this  $48,000  explained  in  that  way?  A.  A  balance 
may  be  a  part  of  it. 

Q.  There  is  nothing  on  your  account?     A.  Yes,  $833.27. 

Q.  That  isn't  old  account?    A.   1902. 

Q.  That  is  advanced  in  1902?    A.  Yes,  sir. 

Q.  Now,  $2,000  were  advanced  to  Mr.  Desbecker,  in  October, 
1901  ?     A.  Yes,  sir. 

Q.  That  was  not  charged  as  an  advance.    A.  I  think  it  was. 

O.  Then  why  wasn't  it  charged  under  old  account  in  your 
statement.  A.  I  think  it  was  carried  by  the  contract  as  a  guar- 
anteed arrangement  under  the  expenditure  of  1901. 

Q.  So  it  didn't  appear  later  ?    A.  It  didn't  appear  later. 

Q.  Then  do  I  understand  that  these  large  advances  made  to  the 
Buffalo  agent  were  made  as  a  part  of  the  arrangement  made  with 
them  to  enter  into  the  service  of  the  company?  A.  Yes,  some  of 
them. 

Q.  And  that  accounts  for  the  very  large  amounts  expended  in 
that  way.  A.  That  and  the  fact  that  the  agency  director  was  not 
very  careful  on  the  advance  question. 
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Q.  You  recognize  that  frankly,  Mr.  Buckner,  as  an  extravagant 
statement  for  1902  for  that  Buffalo  branch  office?  A.  I  recognize 
that  as  being  not  a  very  good  showing. 

O.  And  it  was  reduced  the  next  year  one-half.  A.  I  want  to 
say,  Mr.  Hughes — yes,  next  year  one-half  and  the  next  year 
half  again. 

Q.  And  we  may  treat  the  initial  expense  without  doing  injustice 
as  incurred  in  connection  with  the  employment  of  these  ag'ents? 
A.  Partly  so. 

Q.  Now,  since  that  time  you  have  a  sort  of  an  arrangement 
with  some  of  the  other  companies  that  men  that  leave  your  com- 
pany are  not  to  be  employed  by  them  without  your  consent,  have 
you  not?  A.  I  have  no  arrangement,  no  agreement.  I  have 
personally  an  understanding  with  some  of  the  other  gentlemen 
that  we  will  not  take  one  another's  agents 

Q.  A  sort  of  a  gentlemen's  agreement?     A.  Absolutely. 

Q.  To  what  companies  does  that  apply?  A.  To  the  Equita- 
ble, the  Mutual  and  the  Prudential. 

Q.  And  the  Metropolitan?  A.  We  have  a  different  kind  of 
an  understanding  with  them. 

Q.  What  is  that?     A.  It  is  similar  in  its  nature. 

Q.  So  that  if  a  man  is  discharged  from  the  Equitable  and  tries 
to  get  employment  from  the  New  York  Life  you  would  feel  that 
in  honor  you  could  not  employ  him  without  asking  the  Equitable  ? 
A.  No,  sir.  If  he  is  discharged  by  the  Equitable  we  would  not 
want  him  until  we  found  out  why  he  was  discharged,  but  there 
is  no  understanding  that  would  prevent  his  coming  to  us. 

Q.  But  is  he  is  not  discharged  by  the  Equitable  you  would 
not  feel  that  now,  under  this  new  understanding,  that  you  could 
honorably  offer  him  a  better  position  than  he  had  with  the  Equita- 
ble to  get  him?  A.  In  our  own  protection  we  think  it  is  not 
wise  to  go  after  men  that  are  with  other  companies. 

Q.  And  if  in  practice  it  should  come — if  a  man  who  is  em- 
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ployed  by  the  Equitable  should  be  negotiating  with  one  of  your 
officers  for  employment  by  you,  you  would  call  for  someone 
in  the  Equitable  to  find  out  if  they  had  any  objection  to  your 
going  on  with  the  negotiations?  A.  No,  sir;  we  would  not 
negotiate  with  him. 

Q.  Not  at  all?    A.  No. 

Q.  Suppose  the  Equitable  told  you  it  had  no  objections?  A. 
We  never  ask  them. 

Q.  You  don't  do  it?  A.  No,  unless  it  is  some  man  who  has 
been  out  of  their  service,  and  we  have  to  find  out  if  he  is  a  relia- 
ble  man. 

Q.  You  also  ask  to  find  if  they  have  any  objection  to  your 
taking  him?  A.  No,  if  he  has  been  out  of  their  employ  for  any 
length  of  time. 

Q.  For  how  long  ?     A.  Six  months. 

Q.  Is  that  the  length  of  time  according  to  your  understand- 
ing ?  A.  That  is  the  length  of  time  we  have  talked  over  as  being 
a  fair  time. 

Q.  You  have  talked  that  over  with  the  Equitable  and  the 
Mutual  and  the  Prudential?  A.  Not  with  the  Mutual,  but  with 
Mr.  Tarbell  and  Mr.  Dexter. 

O.  And   someone  representing  the  Prudential?     A.  Yes. 
O.  And  with  someone  representing  the  Metropolitan?    A.  No, 
we  have  no   dealings  with  the  Metropolitan  along  those  lines. 
This  is  a  sort  of  a  general  understanding  we  have  had  for  years 
with  them. 

Q.  Do  you  have  various  kinds  of  colored  cards  which  would 
indicate  to  persons  to  whom  men  come,  what  sort  of  persons 
they  are,  if  they  are  introduced  through  you?  A.  I  have — I 
don't  think  any  other  company  has  but  myself.  If  they  have  I 
don't  know  it. 

Q.  You  give  a  man  an  introduction  on  a  pink  card,  that  would 
indicate  what  ?    A.  We  don't  have  various  kinds  of  cards.    I  am 
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in  error  in  saying-  yes,  if  that  was  implied  in  your  question.  We 
have  but  one  color. 

Q.  What  is  that?  A.  I  don't  recall  the  color;  I  think  it  is 
pink. 

Q.  What  would  that  indicate  if  you  gave  a  man  a  pink  card? 
A.  It  would  indicate  that  a  man  is  all  right;  I  would  like  to 
see  him  get  a  position,  and  we  cannot  hold  him  ourselves. 

Q.  If  you  gave  a  white  card  what  would  that  indicate?  A. 
We  don't  have  any  other  kind. 

Q.  In  other  words,  if  you  don't  give  him  a  pink  card,  it  would 
indicate  what?     A.  We  don't  have  any  other  kind. 

O.  But  if  you  don't  give  him  a  pink  card  that  would  mean 
what?  A.  I  don't  think — they  could  take  their  own  inference 
from  it. 

Q.  They  could  draw  whatever  inference  they  pleased?  A. 
They  could  take  him  or  not,  as  they  pleased. 

Q.  Who  would  know  what  that  means?  A.  I  think  Mr.  Tar- 
bell  knows  and  Mr.  Dexter,  I  believe. 

Q.  Anybody  else?  A.  No,  sir;  I  think  not.  The  card  is  prac- 
tically an  introduction. 

Q.  It  saves  a  lot  of  trouble  in  writing  about  a  man.  A.  That 
is  not  the  purpose  of  it.  This  whole  understanding  was  to  pre- 
vent each  other  from  spending  our  time  in  trying;  to  keep  the 
other  fellow  from  taking  good  men  from  the  other  company,  and 
we  believe  that  men  who  were  willing  to  leave  the  company  were 
not  the  best  men. 

Q.  This  came  up  after  the  little  affair  in  New  York  between 
the  Equitable  and  New  York  Life,  and  the  little  affair  in  Buffalo  ? 
A.  It  had  been  an  arrangement  between  the  New  York  Life  and 
the  Equitable,  that  is,  between  individuals  in  the  New  York  Life 
and  individuals  in  the  Equitable,  for  a  great  many  years,  and 
it  had  not  been  observed  absolutely,  and  the  understanding  with 
me  was  renewed  after  the  affair  which  you  refer  to. 


1279 


Testimony  of  Thomas  A.  Buckner 

Q.  You  and  the  Equitable  thought  there  had  been  enough  of 
that  sort  of  thing?  A.  Mr.  Tarbell  and  myself  thought  so.  It 
kept  us  busy. 

Q.  That  doesn't  apply  to  the  smaller  companies,  you  have  no 
such  understandings?     A.  It  does  not  apply  to  any  company. 

Q.  Well,  of  course,  you  distinguish  the  corporate  arrange- 
ment from  the  arrangement  with  the  individual A.  This 

is  purely  personal  between  Mr.  Tarbell  and  myself. 

Q.  It  does  not  apply  to  individuals  that  occupy  positions  cor- 
responding to  that  of  Mr.  Tarbell  with  smaller  companies? 
A.  It  applies  only  to  the  gentlemen  as  I  have  stated,  we  would  be 
only  too  glad,  however,  to  have  it  apply  to  every  company,  be- 
cause we  believe  that  the  agents  who  are  like  rolling  stones  gather 
no  moss,  ag'ents  vi^ho  leave  one  company  and  go  to  another. 

Q.  I  asked  you  a  moment  ago  about  those  commutations,  and 
you  told  me  you  had  a  statement?    A.  Yes. 

Q.  If  you  could  let  me  have  it A.   1903  and  1904  you 

asked  for,  and  I  have  both  of  them  (producing  paper). 

Q.  These  are  commuted.  A.  Those  are  commuted  or  pur- 
chased, those  are  entirely  purchasing  as  I  understand  it. 

MR.  HUGHES :  I  offer  them  in  evidence. 

(Papers  admitted  in  evidence  and  marked  Exhibits  210  and 
211.) 

Q.  It  is  suggested  that  I  ask  you  whether  this  procedure  with 
reference  to  the  employments  of  agents  from  other  companies  was 
followed  in  other  cities  or  districts,  about  the  time,  about  1900  or 
1901,  were  there  similar  transactions  to  those  that  took  place  in 
New  York  and  Buffalo  in  other  parts  of  the  country?  A.  Why, 
we  had,  prior  to  1902,  we  had  secured  agents  wherever  we  could. 

O.  Well,  I  mean .    A.  That  is,  those  we  wanted. 
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Q.  When  there  were  a  large  number  who  had  previously  served 
one  company  at  about  the  same  time  changed  their  allegiance  and 
went  over  to  another  company.  A.  I  don't  think  any  such  whole- 
sale change  of  companies  was  made  since 

Q.  Well,  I  mean A.  Since,  nor  elsewhere.     There  are 

isolated  cases  and  individuals,  of  course,  who  change  companies 
from  time  to  time. 

Q.  I  asked  you  to  present  a  statement  of  the  expenses  of  the 
foreign  agencies?    A.  Yes. 

(Producing'  a  paper.) 

As  a  preliminary  to  taking  the  statement  of  expenses  of  the 
company  in  the  various  countries,  I  would  like  to  have  you  take 
this  and  read  it  on  the  record  as  a  connecting  link  between  the 
statement  of  general  expenses  which  we  gave  you  the  other  day 
and  foreign  expenses,  because  it  forms  the  basis  for  this  state- 
ment. It  shows  how  we  arrive  at  the  expenses  of  foreign 
countries.  I  would  like  very  much  to  have  that  put  on  the  record 
as  the  other  was  done,  because  it  really  ought  to  have  been  handed 
you  at  the  same  time. 

Q.  I  will  put  on  your  statement.  The  statement  that  you  desire 
to  have  read  upon  the  record  is  as  follows : 

September  25,  1905. 
EXPENSE  RATIOS  OF  THE  NEAV  YORK  LIFE  INSUR- 
ANCE COMPANY  FOR  THE  YEAR  1904. 
The  ratios  of  expense  for  the  year  1904,  chargeable 
against  first  premiums   and   renewal   premiums 
respectively,   and   derived   from   the   "Analyzed 
Statement  of  Premiums  and  Expenses  of  the 
New  York  Life  Insurance  Company  for  the  year 
1904."  From  the  Analyzed  Statement,  it  appears 
that  the  first  year's  premiums  received  were.  .  .   $13,988,186.75 
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That  the  acquisition  expenses,  including  direct  and 
indirect  were $12,004,890.64 

The  ratio  of  this  amount  to  the  amount  of  first 

year's  premiums  named  above  is 85.822% 

It  further  appears  that  the  amount  of  renewal 
premiums  received  was $64,568,709.73 

And  that  the  amount  of  specific  renewal  expenses 
was 2,182,415.43 

The  ratio  of  the  latter  amount  to  the  amount  of  re- 
newal premiums  named  above,  is 3-38o% 

It  further  appears  that  the  entire  premiums,  in- 
cluding the  first  premiums  and  renewals  were . .     78,556,896.48 

And  that  the  remainder  of  the  expenses  not 
accounted  for  in  either  of  the  foregoing  cate- 
g'ories,  and  considered  as  applicable  to  the  entire 
premiums  were  4,895,741.82 

The  ratio  of  the  latter  amount  to  the  amount  of  the 

entire  premiums  named  above  is 6.232% 

The  proportion,  therefore,  of  the  first  year's 
premiums  necessary  to  meet  the  entire  charge 
against  such  premiums  is  equal  to  the  sum  of  the 
first  and  the  third  of  the  above  ratios,  i.e '  85.822% 

Being   6.232% 


92.054% 
Furthermore,     the    proportion    of    the    renewal 
premiums  necessary  to  meet  the  entire  charge 
against  such  premiums  is  equal  to  the  sum  of  the 

second  and  third  of  the  above  ratios 3.380% 

Being 6.232% 


9.612% 
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The  two  expense  ratios — that  against  first  premiums  of  92.054 
per  cent  and  that  against  renewal  premiums  of  9.612  per  cent — 
it  is  evident  are  nearly  in  the  proportion  of  ten  to  one. 

It  is  our  opinion  that  his  is  a  proportion  which  holds  fairly  well 
for  the  life  insurance  business  in  general.  This  opinion  is  held 
by  the  best  authority  on  the  subject,  a  standard  book  annually 
printed  in  London,  and  called  "Bourne's  Assurance  Manual." 
Ten  or  more  years  ago,  Wm.  Schooling,  who  was  then  Editor  of 
this  Manual  and  who  is  a  Fellow  of  the  Institute  of  Actuaries, 
and  of  the  Royal  Astronomical  Society,  adopted  this  basis  when 
making  up  his  tables  of  comparative  expense  ratios  of  all  the 
Companies  working  in  Great  Britain.  He  called  it  the  "Propor- 
tion Method,"  and  said  that  he  had  received  "an  all  but  unanimous 
expression  of  opinion  from  many  influential  quarters  that  the 
Proportion  Method,  while  open  to  various  objections  common 
to  all  other  records,  is  superior  to  any  other  at  present  in  use." 
This  method,  with  the  proportion  of  ten  to  one,  has  been  used 
in  the  Manual  ever  since. 

Applying  this  method  to  the  entire  life  insurance  business  of 
this  country,  i.  e.,  tO'  the  aggregate  new  premiums,  renewal 
premiums  and  expenses  of  all  the  companies  for  the  year  1904, 
we  find  that  the  expenses  have  exceeded  an  amount  equal  to 
100  per  cent,  of  the  new  premiums,  plus  10  per  cent,  of  renewal 
premiums." 

THE  WITNESS :  May  I  say,  inasmuch  as  you  do  not  want 
to  put  on  the  record  the  details  of  all  life  insurance  companies 
which  I  have  given  you  on  that  basis,  may  I  say,  that  it  shows 
that  among  the  two  principal  groups  of  life  insurance  companies 
in  America,  namely,  the  New  York  State  Companies,  and  the 
New  England  companies,  the  New  York  State  companies  show  a 
lower  expense  ratio  as  a  whole  than  those  of  the  New  England 
States. 
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Q.  Well,  we  shall  at  the  proper  time  have  prepared  and  sub- 
mitted tables  which  will  give  all  these  comparative  data,  and  the 
only  reason  I  do  not  care  at  the  moment  to  have  this  long  table 
covering  so  many  details  spread  upon  the  record,  is  that  these  mat- 
ters will  be  embraced  later  at  the  appropriate  time  in  a  suitable 
table,  and  we  will  take  your  statement  as  to  what  you  understand 
to  be  the  facts.  A.  Thank  you.  I  would  like  toi  add  further  to  the 
statement  that  the  expense  ratio  of  the  New  York  Life  on  the 
ten-to-one  proportionate  matter  is  lower  than  that  of  any  other 
company  in  New  York  State  or  in  the  New  England  States. 

Q.  Well,  whatever  it  may  be  comparatively  will  later  appear. 
And  just  what  it  is  in  fact  we  desire  to  have  now.  A.  You  asked 
for  a  statement  showing  the  expenses  of  the  company  in  the 
various  foreign  countries.  These  statements  which  I  hand  you 
show  the  expenses  in  the  foreign  countries,  treating  as  foreign 
everything  except  the  United  States.  I  would  also  like  to 
read  upon  the  record,  Mr.  Hughes,  if  you  do  not  mind,  the  pre- 
liminary statement  which  fixes  the  basis  for  ascertaining  the  con- 
tributions of  these  foreign  countries  toward  the  general  home 
office  expenses  of  the  company. 

Q.  This  would  put,  as  I  understand  it,  in  a  condensed  form, 
what  your  answer  would  be  to  the  question  as 'to  the  basis  upon 
which  these  tables  are  prepared?     A.  Yes. 

Q.  And  treating  it  as  such  it  may  be  a  matter  of  convenience 
to  have  this  stated?     A.  Yes. 

Q.  You  preface  your  tables  as  to  expenses  of  your  various 
departments  with  the  statement  as  follows: 

"Our  figures  showing  the  expenses  in  the  several  foreign 
countries,  deal  with  the  total  new  premiums  for  each  country, 
the  total  renewal  premiums  for  each  country,  and  the 
entire  expense  for  each  country.  It  is  a  simple  matter 
to  compare  with  these  with  the  expense  rate  of  the  company  at 
large,   and  show   whether  the   foreign  business   is  profitable  to 
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the  American  policyholders  or  not.  This  has  been  done  in  the 
accompanying  two  tables  entitled  premium  expenses  through 
Paris  direction  for  1904,  and  premium  expenses  in  foreign  coun- 
tries reporting  direct  to  home  office  for  the  year  1904. 

"In  these  tables  a  hypothetical  amount  of  expense  is  allotted  to 
each  country  on  the  basis  of  each  country's  general  expense 
rate  for  1904  set  forth  in  the  memorandum  entitled  Expense 
Ratios  of  the  New  York  Life  Insurance  Company  for  the  year 
1904.  The  hypothetical  amount  of  expense  thus  allotted  for 
each  country  is  compared  with  the  actual  expense  for  the  country 
and  the  difference  representing  the  shares  saved  and  the  reverse 
is  compared  with  the  company's  general  expense  rate  as  shown. 
The  net  result  is  to  show  that  the  countries  reporting  through 
Paris  direction,  after  paying  their  own  expenses  and  the  ex- 
penses of  the  Paris  direction  in  the  year  1904,  have  made  a  contri- 
bution to  the  home  office  expenses  of  $79,837.  Also  that  the  other 
foreign  countries,  after  paying  their  own  expense,  have  in  the 
said  year  1904  made  a  contribution  to  the  home  office  expenses 
of  $302,934,  making  a  total  contributioai  of  foreign  countries  to 
the  home  office  expenses  during  1904  of  $382,171.  The  entire 
amount  of  premiums  received  in  all  the  foreign  countries  as  shown 
in  the  two  tables  is  $22,187,671,  and  the  net  contribution  which 
they  made  to  the  home  office  expenses  was  therefore  1.7  per 
cent.,  a  proportion  which  we  consider  ample  to  cover  their  share 
of  the  home  office  expenses  applicable  to  them  in  connection 
with  the  necessary  business." 

Q.  Now,  then,  you  follow  that  with  the  tables  entitled,  as  you 
have  stated,  Premiums  and  expenses  through  Paris  direction 
for  the  year  1904?    A.  Yes. 

:\'[R.   HUGHES:     I  offer  that  in  evidence. 
(Paper  marked  Exhibit  212.) 
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MR.  HUGHES :  Also  premiums  and  expenses  for  foreign 
countries  reporting  direct  to  the  home  office  for  the  year  1904. 

(Paper  marked  Exhibit  213.) 

Q.  Then  you  give  me  a  statement  as  to  1905  in  which  you 
say  we  have  been  gradually  changing  the  plan  of  organization 
in  Europe  to  bring  such  organization  into  harmony  with  the 
American  plan  with  the  object  of  lowering  the  expense  of  ob- 
taining business  in  various  countries  in  Europe.  Our  plans 
are  proving  successful,  as  shown  by  the  trade  of  the  first  six 
months  in  this  year.  These  are  shown  in  the  accompanying  table, 
in  which  is  shown  the  premium  expense  for  Paris  direction  for 
the  first  half  of  1905.  This  shows  that  the  European  coun- 
tries, after  paying  their  own  expenses  and  the  expenses  of  Paris 
direction  have  made  a  contribution  to  the  home  office  expenses 
of  $164,523.  The  entire  amount  of  premiums  received  in  these 
countries  in  the  first  half  of  1905  amounts  to  $8,954,744.  The 
net  contribution  which  they,  make  to  the  home  office  expenses 
during  the  first  half  of  1905  is,  therefore,  1.8,  an  ample  propor- 
tion to  cover  their  share  of  the  home  office  expenses  applicable 
to  them  in  connection  with  the  necessary  business. 

MR.  HUGHES :  Then  you  produce  the  table  for  the  first  half 
of  the  year  1905,  which  I  ofifer  in  evidence. 

(Paper  marked  Exhibit  214.) 

O.  In  this  first  table  for  1904  you  have  a  number  of  countries 
which  you  say  are  handled  through  Paris  direction?    A.  Yes. 

Q.  I  suppose  you  mean  by  that  that  the  Paris  office  is  the  head 
office  for  all  the  countries  mentioned? 
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Q.  And  that  is  -in  charge  of  one  of  30ur  vice  presidents,  Mr. 
Ingersoll?     A.  Yes. 

O.  You  also  have  a  director  general  of  the  business  under  Mr. 
Ingersoll?    A.  ^^'e  have  a  superintendent  of  agency. 

Q.  Who  is  he  ?    A.  Mr  Walker  Buckner. 

O.  Is  he  a  relative  of  yours  ?    A.  My  brother. 

Q.  How  long  has  he  been  superintendent  of  agency?  A.  He 
went  over  there  quite  recently,  I  think  about  a  year  and  a  half 
perhaps. 

Q.  What  is  Mr.  Ingersoll's  salary?  A.  I  think  it  is  about  $21,- 
000 — it  is  in  francs. 

Q.  Has  he  any  interest  in  business  or  commission  on  any  busi- 
ness in  addition  to  his  salary?    A.  No. 

Q.  Or  any  bonuses  or  interest  in  bonuses?     A.  No. 

Q.  Mr.  Walker  Buckner,  what  is  his  salary?  A.  I  think 
$15,000. 

Q.  Has  he  any  commission  or  interest  in  business  in  addition 
to  his  salary?  A.  None  except  through  N3'lic  for  agency  direc- 
tors. 

Q.  The  countries  reporting  through  the  Paris  direction,  that  is 
reporting  to  the  Paris  office,  are  all  your  departments  in  Europe 
and  Africa?    A.  Yes. 

Q.  Your  departments  in  Canada,  the  West  Indies,  Mexico, 
South  America,  the  far  Orient  and  Australasia  report  direct  to 
the  home  office?    A.  Yes,  and  India. 

Q.  You  have  under  the  various  headings  a  statement  of  the 
first  year's  premiums  and  renewal  premiums,  and  then  an 
apportionment  of  premiums  on  those  ratios  that  are  explained  in 
your  statement  of  92.054  of  the  first  year's  premium  and  9.612 
of  the  renewal  premium  and  a  resulting  sum,  the  aggregate  of 
those  which  you  treat  as  hypothetical  expenses  of  the  company  in 
the  departments?    A.  Yes,  sir,  of  those  two  ratios. 

Q.  Well,  those  two  make  100  per  cent?    A.  Yes,  and  that  is 
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their  share — that  is  the  expense  that  they  would  be  entitled  to  on 
the  company's  general  ratio  basis. 

Q.  As  a  matter  of  fact,  for  some  reason,  they  make  loi  per  cent 
which  I  do  not  quite  understand.  A.  Yes,  but  they  are  on 
different  subjects,  I  don't  think  that  is  relevant.  In  other 
words . 

O.  One  is  first  year's  premiums?  A.  One  is  first  year's 
premiums  and  the  other  renewal  premiums. 

Q.  And  you  take  these  two  amounts  and  add  them  together  and 
you  get  what  the  expense  of  a  g'iven  foreign  department  would  be 
if  its  ratio  of  expense  was  the  same  as  the  ratio  of  expense  of  your 
business  taken  as  a  whole  ?    A.  That  is  correct. 

O.  Then  if  the  business  is  transacted  at  a  lower  amount  than 
that  expense,  which  would  be  the  expense  on  the  average  business 
as  a  whole,  you  regard  the  department  as  a  profitable  one  ?  A.  It 
may  be  profitable  even  if  it  shows  a  lower  amount,  because  there 
are  other  elements  involved. 

Q.  I  say  assuming  if  it  shows  a  lower  amount  than  you  credit 
it  hypothetically  ?  A.  Yes,  what  I  mean  to  say  it  would  be — 
it  may  be  profitable  if  it  showed  a  higher  amount. 

Q.  And  it  might  be  very  unprofitable  if  it  showed  a  higher  rate 
if  the  total  expense  of  your  business  was  extended?  A.  I  don't 
know  how . 

Q.  In  other  words  if  the  New  York  Life  is  doing  business  at 
an  excessive  expense,  the  fact  that  any  particular  department 
maintains  an  average  of  expense  equal  to  the  average  on  the 
whole  would  not  show  that  it  was  a  profitable  department,  broadly 
considered?  A.  Not  necessarily,  but  the  question  of  excessive 
expenses  is  a  relative  one. 

Q.  Exactly,  and  that  is  one  very  important  subject  which  we 
will  have  to  consider.  Now  when  we  leave  these  hypothetical  ex- 
penses based  upon  the  general  average,  we  have  next  as  the  actual 
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amount  of  money  which  they  paid  out  in  that  department,  $235,- 
267?    A.  For  one  country. 

Q.  I  am  speaking  of  one  department,  it  happens  to  be  the  first 
one,  Austria?     A.  Yes. 

O.  In  that  cohimn  we  have  the  actual  amount  paid  out  for 
Austria?    A.  Yes. 

Q.  Does  that  include  any  of  the  expenses  of  the  parent  office  or 
direction?  A.  Not  in  that  column.  \\q  have  added  that  at  the 
bottom  as  a  lump  sum. 

O.  That  is  you A.  We  allotted  the  entire  Paris  expense 

to  the  entire  Paris  direction. 

Q.  As  it  should  be.     A.  As  it  should  be. 

Q.  Do  you  include  any  of  the  home  office  expenses  which  have 
reference  to  the  maintenance  and  supervision  of  the  foreign 
agencies  in  these  expenses?  A.  Not  in  the  figures.  That  is  m- 
cluded  in  the  resume  which  you  read  upon  the  record. 

Q.  Is  there  a  separate  department  for  Paris  itself  as  opposed 
to  the  rest  of  France?  A.  Yes,  we  treat  it  from  an  agency 
standpoint  as  a  separate  organization,  the  city  of  Paris. 

Q.  But  in  your  report  you  put  Paris  and  the  rest  of  France 
together  in  one  item?  A.  Yes,  we  treat  France  as  a  whole  in 
this  report.  Paris  is  in  no  sense  separate  any  more  than  any 
branch  office  in  a  country  covering  a  district  is  separate  from  the 
country  as  a  whole. 

Q.  Now,  apart  from  Mr.  Ingersoll  and  Mr.  Walker  Buckner 
who  are  employed  at  the  Paris  office?  A.  We  have  a  great 
many 

Q.  Apart  from  mere  clerks,  I  mean?  A.  We  have  a  great 
many  sub-officials. 

Q.  Who  are  they?  A.  Or  rather,  we  have  a  great  many 
officials.  We  have  an  actuary,  Mr.  Davidson;  we  have  a  comp- 
troller, Mr.  Duncanson;  we  have  two  medical  directors,  Drs. 
Lyons  and  Delaverne ;  we  have  an  auditor,  Mr.  Horan ;  we  have 
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two    resident    secretaries,    Messrs.    Seguin — I    cannot    spell    his 
name. 

Q.  Perhaps  it  is  easier  to  spell  it  than  to  pronounce  it.  A.  No, 
it  is  easier  to  pronounce  it.  Seguin,  I  think,  but  it  is  a  French 
name.  And  another  gentleman  whose  name  does  not  occur  to 
me  at  this  moment.     A  full  corps  of  officers. 

Q.  What  is  the  amount  paid  to  the  corps  of  officers  at  the 
Paris  office?     A.  That  I  don't  know.     I  can  get  you  that. 

Q.  You  are  in  general  charge  of  the  foreign  business?  A. 
Yes,  but  I  have  not  it  tabled  up  and  have  not  it  in  mind.  Each 
one  is  given  a  salary,  from  Mr.  Ingersoll  down. 

Q.  You  can  give  me  that  data?  A.  I  think  so.  I  am  not 
positive  about  our  records  here  being  complete  on  that.  I  would 
like  to  say  on  the  record,  Mr.  Hughes,  if  you  will  permit  me,  in 
regard  to  my  brother,  who  is  superintendent  of  agencies,  that 
he  does  not  owe  his  position  in  any  sense  to  me.  He  has  been 
in  the  business  almost  as  long  as  I  have  and  came  with  the  com- 
pany as  an  office  boy  22  years  ago. 

Q.  Well,  being  your  brother,  it  is  not  necessary  to  say  that. 
A.  Thank  you. 

O.  Now,  the  New  York  Life  Insurance  Company  has  a  build- 
ing in  Paris  ?     A.  Yes. 

Q.  Which  is  carried  on  the  books  of  the  company  at  what 
amount?  A.  I  don't  know,  it  is  probably  in  the  detailed  report 
there. 

Q.  It  is  carried  on  the  books  at  $1,300,000?  A.  That  is  cor- 
rect. 

O.  That  is  under  the  head  of  book  value.  Does  that  mean 
that  it  costs  that  much?     A.  I  don't  know. 

Q.  What  is  book  value  supposed  to  stand  for?  A.  That  I 
don't  know.  It  might  be  the  cost  or  it  might  be  the  value  itself 
on  the  books  now. 
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Q.  Although  it  costs  more,  something  may  have  been  written 
off?    A.  Something  may  have  been  written  off. 

Q.  Have  we  got  anything  here  showing  how  that  amount  is 
arrived  at?  A.  I  suppose  the  gentlemen  in  charge  of  the  real 
estate  department  could  tell  you  that. 

Q.  Is  the  comptroller  here?  A.  He  is  not  here,  but  I  don't 
believe  he  would  know. 

Q.  Where  is  this  account  kept  which  will  show  the  disburse- 
ments on  the  Paris  building  and  just  what  that  cost  you?  A. 
That  I  don't  know.     The  President  would  know. 

Q.  The  comptroller  would  know?  A.  The  comptroller  could 
find  out. 

Q.  But  who  is  the  officer  who  has  that  in  charge?  A.  Mr. 
Devlin,  I  believe,  has  charge  of  the  real  estate. 

Q.  Including  the  foreign  real  estate?  A.  I  am  not  certain 
about  it,  but  he  can  find  out. 

Q.  Do  you  know  what  income  the  New  York  Life  Insurance 
Company  gets  from-  its  investment  in  that  building  in  Paris? 
A.  I  do  not.  I  can  say  that  I  do  know  that  we  use  practically 
all  the  building  for  our  own  office  purposes  with  the  exception  of 
the  ground  floor  on  the  comer,  which  is  used  for  the  Cafe 
Riche. 

Q.  What  do  you  get  from  the  Cafe  Riche?  A.  That  I  don't 
know.  I  presume  that  the  agency  end  of  the  work  is  charged 
up  with  the  rental  according  to  the  space  we  occupy  as  an  ex- 
penditure. 

Q.  That  is  one  of  the  things  we  want  to  find  out,  just  how 
that  is  managed?  A.  Mr.  Devlin,  the  superintendent  of  the 
real  estate  department,  can  tell  you  all  about  it,  I  think. 

Q.  Then  he  can  give  us  a  statement  of  each  one  of  these  foreign 
office  buildings  ?    A.  I  thiiik  so. 

Q.  And  can  show  what  the  income  is,  how  much  is  a  charge 
in  the  expenses  of  the  agencies,  the  cost  for  the  use  of  whole  or 
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portions  of  such  buildings?  A.  Yes,  sir,  I  think  in  every  case 
the  agency  is  charged  exactly  as  any  other  tenant,  per  square  foot. 

Q.  And  those  accounts  are  kept  in  New  York  here?  A.  I 
think  they  are.     If  they  are  not  we  can  get  them  for  you. 

Q.  And  you  yourself  are  not  familiar  with  any  of  these  items? 
A.  I  am  not  familiar  with  the  real  estate  end  of  it  at  all. 

Q.  The  company  owns  buildings  in  Paris,  Budapest,  Berlin, 
Vienna,  Amsterdam,  and  Belgrade?     A.  That  is  correct. 

BY  MR.  ROGERS : 

Q.  I  want  to  ask  as  a  matter  of  general  information,  how  the 
foreign  business  of  the  New  York  Life  compares  with  that  of 
the  other  companies,  is  it  of  a  larger  magnitude?  A.  Yes,  I 
think  our  foreign  business  is  much  larger  than  that  of  others,  as 
our  domestic  business  is  larger  than  that  of  any  other  company. 
It  is  also  larger  in  foreign  countries,  our  foreign  business. 

BY  MR.  HUGHES: 

Q.  You  mean  larger  than  the  business  of  any  foreign  company? 
A.  Yes,  sir,  I  think  so,  and  also  larger  than  any  American  com- 
pany, as  the  gentleman  asked  me. 

Q.  Do  you  keep  an  account  in  your  books  with  a  particular 
department  in  which  the  amount  of  earnings  or  receips  from  that 
department  are  entered  and  the  amount  expended  for  the  depart- 
ment is  entered,  I  mean  here  in  New  York?  A.  Not  for  the 
European  business.    We  keep  it  in  Europe.    We  keep  it  in  Paris. 

Q.  These  figures  that  you  have  given  me  here  are  derived  from 
what  books?  A.  Those  figures  were  given  to  me  in  Paris  when 
I  was  there  this  summer,  for  my  own  information  I  brought  them 
home,  thinking  they  might  be  of  service  to  the  Committee. 

Q.  So  these  are  made  up  from  data  in  the  Paris  office  so  far  as 
all  these  countries  reporting"  to  Paris  are  concerned?    A.  Yes. 

Q.  And  you  have  nothing  here  but  what  you  brought  home 
with  you?    A.  That  is  all. 
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Q.  But  as  to  the  countries  reporting  to  the  home  oifice,  you 
keep  separate  accounts  with  those  countries,  do  you?  A.  We 
keep — not  as  full  as  I  have  given  it  to  you  here,  but  we  do  keep 
accounts.  In  these  statements  I  have  given  you  all  expenses 
of  every  kind  and  character  are  charged  up  as  an  expense  against 
each  country,  regardless  of  whether  it  is  expenses  pertaining  to 
getting  new  business  or  handling  old  business. 

Q.  I  would  like  to  have  you  give  me  a  statement  of  the  salaries 
paid  at  the  Paris  office  ?    A.  To  the  officers  ? 

Q.  To  the  officers  and  also  the  salaries  paid  to  the  other  officials 
in  the  other  offices.  A.  We  have  no  officials  except  in  the  Paris 
office. 

Q.  Except  the  agency  director?  A.  Except  the  inspectors, 
agency  directors  and  other  agents. 

Q.  Then  you  can  easily  give  me  the  data  as  to  the  other 
officers,  apart,  of  course,  from  clerks  and  supervising  force?  A. 
I  think  I  can  give  you  the  chief  men. 

Q.  Then  I  should  like  to  have  Mr.  Devlin  here  with  his  books, 
so  he  can  tell  us  just  what  these  various  real  estate  investments 
have  been  and  what  income  is  derived  from  them.  A.  I  have  a  state- 
ment here  in  general  as  to  the  salaries  paid  to  inspectors  of  agen- 
cies, and  supervisors,  and  agency  directors  in  the  United  States, 
and  similar  statements  for  foreign  business  not  in  detail. 

Q.  Well,  we  will  put  it  in  evidence.  A.  You  asked  me  the 
other  day  the  highest  salary  paid  to  the  ag'ency  directors  in  this 
country.  I  find  we  have  one  man  to  whom  we  pay  $7,500.  I 
think  my  answer  was  $6,000.  We  have  two  men  to  whom  we  pay 
$6,000  and  two  other  men  to  whom  we  pay  $5,000  each.  All  the 
rest  are  below  that  figure. 

Q.  Does  any  officer  of  the  New  York  Life  get  any  commission 
on  any  business?    A.  None  whatever. 

Q.  Or  any  interest  or  bonus  on  account  of  any  business  ob- 
tained by  the  company?     A.  No,  sir. 
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Q.  Whether  in  relation  to  domestic  or  foreign  business?  A. 
No,  sir.    You  refer  to  Executive  officers. 

Q.  I  refer  to.  the  Executive  Officers  ?  A.  No,  sir ;  none  what- 
ever. 

Q.  They  get  nothing  but  the  salaries  which  have  been  stated? 
A.  Nothing  but  the  salaries  which  have  been  stated. 

Q.  The  inspectors  of  agencies  get  nothing  but  their  salaries, 
and  the  contract  bonuses?  A.  And  they  have  an  interest  in 
Nylic  for  agency  directors. 

Q.  The  agency  directors  get  salaries  and  bonuses  ?  A.  Salaries 
and  contract  bonuses,  using'  the  word  as  explained  to-day,  by 
Mr.  Perkins. 

MR.  HUGHES :  I  offer  in  evidence  this  statement  which  has 
been  furnished. 

(Papers  marked  Exhibits  215  and  216.) 

THE  CHAIRMAN:  Mr.  Hughes,  if  you  have  reached  a 
convenient  place  we  will  adjourn. 

MR.  HUGHES:  Yes,  if  you  will  permit  me  to  offer  in 
evidence  a  statement  which  has  been  furnished  me  completing 
the  statement  regarding  the  account  of  Louis  M.  Bailey,  Trustee, 
referred  to  this  morning  in  connection  with  the  account  of  George 
H.  Squire,  Trustee. 

THE  CHAIRMAN :  One  of  the  Committee  wants  to  know  if 
that  shows  a  still  open  account? 

MR.  HUGHES  reads  Exhibit  No.  217. 
(This  statement  was  marked  Exhibit  No.  217.) 

MR.  HUGHES :  Mr.  Winthrop  would  like  to  make  a  statement 
explanatory  of  these  matters. 
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H.  R.  WINTHROP,  resumes : 
BY  MR.  HUGHES : 

Q.  I  understand  you  desire  to  make  an  explanation  regarding 
these  matters.  A.  That  statement  that  you  now  have  in  evidence 
is  the  statement  of  how  the  loans  stood  with  interest  on  the  last 
day  of  June  of  this  year.  That  has  been  prepared  by  the  expert 
accountant  now  at  work  on  the  books  of  the  Society.  I  am  in- 
formed by  Mr.  Morton  that  in  the  next  few  days  those  loans  will 
be  paid  off  and  the  securites  held  as  collateral  will  be  carried 
on  the  books  of  the  company. 

MR.  HUGHES :  That  is  all. 

THE  CHAIRMAN:  The  Committee  will  now  take  a  recess 
until  10.30  to-morrow  morning. 
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City  Hall,  New  York  City. 

September  29,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

MR.  HUGHES :  Mr.  Schiff,  will  you  take  the  stand? 

JACOB  H.  SCHIFF,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Schiff,  you  are  the  senior  member  of  Kuhn,  Loeb  & 
Company?    A.  I  am. 

Q.  Of  the  city  of  New  York?    A.  Yes. 

Q.  What  is  the  business  of  that  firm.  A.  Banking  business — 
they  are  bankers. 

Q.  How  long  have  you  been  connected  with  it?  A.  Some  30 
years. 

Q.  When  did  you  first  become  connected  with  the  Equitable 
Life  Assurance  Society  in  an  official  way?  A.  As  far  as  I  can 
remember  I  became  a  director  in  the  latter  part  of  1893  or  early 
part  of  1894. 

Q.  Had  Kuhn,  Loeb  &  Company  prior  to  that  time  had  trans- 
actions with  the  Equitable  Society?  A.  Kuhn,  Loeb  &  Company 
had  been  dealing  with  the  Equitable  for  upward  of  a  quarter  of 
a  century. 
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Q.  Had  Kuhn,  Loeb  &  Company  also  been  dealing  with  other 
insurance  companies  in  the  city  of  New  York?  A.  Yes,  in  the 
handling  of  trust  funds. 

Q.  At  the  time  you  became  a  director  of  the  Equitable  did  the 
question  of  the  propriety  of  your  becoming  such  director,  in  view 
of  the  transactions  of  Kuhn,  Loeb  &  Company  with  the  society, 
occur  to  you?    A.  It  did. 

Q.  Did  you  take  advice  upon  that  subject?  A.  We  took  advice 
from  counsel. 

Q.  With  reference  to  what?  A.  With  reference  to  the  ques- 
tion whether  our  dealings  with  the  Equitable  Life  should  continue 
in  the  same  manner  as  before,  after  I  became  a  director. 

Q.  How  were  you  advised  upon  that?  A.  We  were  advised, 
after  submitting  the  exact  nature  of  our  dealings,  that  there  was 
nothing  in  the  way  of  my  becoming  a  director  of  the  society. 

Q.  The  dealings  you  refer  to  were  dealings  of  sales  to  the  so- 
ciety and  I  suppose  from  time  to  time  purchases  from  the  society  ? 
A.  That  is  correct. 

Q.  Prior  to  the  time  of  your  becoming  a  director  had  there  been 
any  syndicate  operations  in  which  Kuhn,  Loeb  &  Company  were 
syndicate  managers  in  which  the  Equitable  Society  was  inter- 
ested?   A.  I  assume  so. 

Q.  Did  the  question  which  arose  in  your  mind  extend  to  those 
matters  as  well  ?  A.  It  did,  in  regard  to  all  our  dealings  with  the 
society. 

Q.  How  long  were  you  a  director  of  the  Equitable  Life  Assur- 
ance Society  before  you  became  a  member  of  any  committee  of 
the  board  ?  A.  I  cannot  say  exactly,  but  I  believe  some  seven  or 
eight  years. 

Q.  So  that  it  was  about  five  years  ago  that  you  went  on  one  of 
the  committees?    A.  Something  like  that. 

Q.  And  that  was  the  Finance  Committee?  A.  And  that  was 
the  Finance  Committee. 
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Q.  Were  you  ever  a  member  of  any  other  committee?    A.  I 
was  not. 

Q.  Prior  to  the  time  that  you  became  a  member  of  the  Finance 
Committee  and  while  you  were  simply  a  director  of  the  society, 
what  did  you  do  as  director  ?  A.  I  directed  as  much  as  under  the 
prevailing  usages  in  corporations  was  permitted  me  to  direct; 
in  other  words,  I  went  to  the  meetings  of  the  society  when  they 
were  called,  I  listened  to  the  reports  as  submitted  by  the  executive 
officers,  and  I  voted  upon  the  same  and  I  gave  such  advice  as 
was  asked  of  me.  And  if  you  will  permit  me,  Mr.  Hughes,  to 
say  right  here,  because  I  suppose  it  will  come  up  later,  that  the 
system  of  directorship  in  great  corporations  of  the  city  of  New 
York  is  such  that  a  director  has  practically  no  power ;  he  is  con- 
sidered, in  many  instances,  and  I  may  say  in  most  instances,  as  a 
negligible  quantity  by  the  executive  officers  of  the  society;  he  is 
asked  for  advice  when  it  suits  the  executive  officers,  and  if  under 
the  prevailing  system  an  executive  officer  wishes  to  do  wrong  or 
wishes  to  conceal  anything  from  his  directors  or  commit  irregu- 
larities such  as  have  been  disclosed  here,  the  director  is  entirely 
powerless,  he  can  only  be  used  in  an  advisory  capacity  and  can 
only  judge  of  such  things  as  are  submitted  to  him. 

Q.  Of  what  use,  then,  are  directors  except  to  comply  with  a 
formal  provision  of  the  law  ?  A.  I  think  that  it  is  a  very  proper 
question,  and  I  believe  they  are  of  very  little  use,  I  am  sorry  to 
say,  sir. 

Q.  You  have  found  that  to  be  the  case  in  the  Equitable  Life 
Assurance  Society  during  the  years  that  you  were  simply  a  di- 
rector?   A.  Yes. 

Q.  The  meetings  were  four  times  a  year  ?    A.  Yes. 

Q.  You  attended  those  meetings  and  heard  what  was  sai.5  but 
very  likely  you  would  have  no  first-hand  information  as  to  tiie 
matter?    A.  Yes. 

Q.  And  then  there  would  be  special  meetings  from  time  to  time 
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at  which  you  would  hear  what  was  said  and  if  anybody  wanted 
your  advice  you  gave  it,  otherwise  you  knew  nothing  of  the  trans- 
actions personally  ?  A.  I  don't  want  to  say — I  gave  you  a  general 
view — I  don't  want  to  say,  however,  that  I  did  not  give  any  ad- 
vice unless  it  was  wanted.  Very  frequently  when  things  came  up 
upon  which  I  thought  I  should  give  advice,  even  it  was  not  asked, 
I  took  the  liberty  of  giving  such  advice  and  gave  it  sometimes 
very  forcibly. 

Q.  That  is  when  questions  came  to  your  attention  where  you 
thought  your  advice  should  be  given?    A.  Yes. 

Q.  And  would  be  of  value  ?    A.  Yes. 

Q.  Of  course  the  management  of  the  affairs  of  the  Society  was 
in  the  hands  of  the  executive  officers,  the  usage  being  in  that 
Society  practically  what  you  have  said  it  is  generally  in  corpora- 
tions?    A.  That  is  correct. 

Q.  And  you  had  no  means  as  a  director  of  knowing  what  the 
executive  officers  were  doing  unless  they  saw  fit  to  tell  you  ?  A. 
That  is  correct. 

Q.  And  these  executive  officers,  I  suppose,  were  assisted  in  the 
transaction  of  their  duties  by  committees  formed  from  the  board  ? 
A.  As  far  as  the  Equitable  is  concerned,  the  management  of  the 
Society  was  practically  exclusively  in  the  hands  of  the  execu- 
tive officers  and  the  Executive  Committe. 

Q.  Yes.  You  were  not  at  any  time  a  member  of  the  Execu- 
tive Committee,  I  believe?  A.  I  was  asked  several  times  to 
join  it  and  I  declined  because  of  the  dealings  of  my  firm  with  the 
society. 

Q.  Well,  in  what  way  did  you  think — or  for  what  reason  did 
you  think  it  would  be  improper  for  you  to  act  as  a  member  of 
the  Executive  Committee  on  account  of  the  relations  of  your 
firm  to  the  Society?  A.  Because  I  did  not  think  it  would  be 
proper  for  me  to.  judge  and  give  decisions  upon  transactions 
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which  my  firm  proposed  to  enter  with  the  Society  or  the  Society 
proposed  to  enter  with  my  firm'. 

Q.  And  as  a  member  of  the  Executive  Committee,  charged 
under  the  by-laws  with  looking  after  investments,  it  would  be 
necessary  for  you  to  pass  upon  transactions  directly  with  your 
firm?    A.  It  would  have  to-  be. 

Q.  And  that  you  thought  would  be  improper?    A.  Yes. 

Q.  And  you  still  think  so?     A.  Yes. 

Q.  Do  you  think  it  is  proper  for  an  officer  of  a  life  insur- 
ance company  to  pass  upon  transactions  between  the  Society 
and  his  firm?  A.  I  do  not  say  that  it  is  improper,  but  per- 
sonally I  have  thought  and  have  expressed  it  to  the  officers  of 
the  Society  who  have  asked  me  to  become  a  member  of  the 
Executive  Committee,  that  I  did  not  feel  that  I  could  judge  as  to 
transactions  which  might  come  up  between  myself  and  the  Equita- 
ble Society. 

Q.  That  is  a  position  that  personally  you  would  not  care  to 
take?    A.  Yes. 

Q.  Now,  during  this  time  that  you  were  a  director  of  the 
Society  and  down  to  a  very  recent  period,  I  understand,  you 
were  qualified  by  shares  of  stock  transferred  to  you  by  Mr. 
Hyde  or  by  some  of  the  trustees?    A.  By  Mr.  Henry  B.  Hyde. 

Q.  Stock  in  which  you  had  no  beneficial  ownership  ?  A.  That 
is  correct. 

Q.  The  certificates  being  retransferred  to  the  trustee  under 
Mr.  Hyde's  settlement?  A.  I  understand  it,  the  certificates 
stood  in  my  name,  they  were  endorsed  in  blank,  and  the  dividends 
were  paid  to  Mr.  Hyde,  who  was  the  owner.  I  was  under  the  im- 
pression and  still  am  under  the  impression,  that  that  satisfies  the 
legal  requirements. 

Q.  But  when  I  say  that  you  had  no  beneficial  interest,  I  mean 
you  did  not  receive  dividends  nor  deemed  yourself  entitled  to 
dividends   upon   the   stock?    A.  No,  that  is   correct,   except  I 
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should  add  that  some  months  ago  when  the  question  came  up 
was  the  said  form — or  did  such  a  holding  form  a  legal  quali- 
fication, I  went  into  the  market  and  bought  five  shares  of  stock, 
and  in  recent  months,  so  long  as  I  continued  a  director,  I  held 
five  shares  of  my  own  purchase. 

Q.  That  purchase  to  which  you  refer  was  made  in  the  early 
part  of  1905?  A.  I  think,  as  far  as  I  remember,  it  was  in  the 
beginning  of  the  month  of  May,  1905. 

Q.  And  prior  to  that  time  your  qualification  was  as  I  have 
stated?    A.  Yes. 

Q.  You  were  not  a  policyholder  in  the  company?  A.  I  am 
a  policyholder  now. 

Q.  I  know,  but  prior  to  that  time,  say  last  February?  A.  I 
was  not.  And  I  should  add  that  I  had  taken  out  no  life  insur- 
ance in  any  other  company  for  a  period,  I  think,  of  some  thirty 
years. 

Q.  You  were  in  no  diiiferent  position  from  that  occupied  by 
many  of  the  other  directors  of  the  Society  so  far  as  your  quali- 
fication is  concerned?    A.  So  far  as  I  know,  I  was  not. 

Q.  But  as  a  matter  of  fact,  you  held  your  position  as  director 
solely  at  the  request  of  Mr.  Hyde?  A.  I  think  when  I  became 
a  director  I  was  asked  by  a  number  of  other  directors  to  join 
and  it  was  not  exclusively  by  Mr.  Hyde — Henry  B.  Hyde. 

Q.  If  Mr.  Henry  B.  Hyde,  as  the  owner  of  the  stock  originally 
or  those  who  succeeded  to  his  interest  had  at  any  time  expressed 
a  desire  that  you  should  have  resigned,  you  would  of  course 
have  complied  with  it?  A.  I  ami  not  so  certain  of  that.  I  could 
at  any  time  have  gone  into  the  market  and  bought  five  shares  of 
stock  and  continued  until  by  a  majority  vote  I  was  turned  out, 
and  I  don't  think  that  at  the  dictation  of  a  single  man  I  would 
have  resigned. 

Q.  Of  course  in  this  case  the  dictation  of  a  single  man  con- 
trolling the  majority  of  the  stock — that  was  the  point  of  my 
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question.  A.  That  was  Mr.  Hyde,  but  I  want  to  emphasize  that 
I  do  not  think  at  his  dictation  I  would  have  resigned. 

Q.  But  if  you  would  not  have  resigned,  of  course  he  could  have 
prevented  your  re-election?    A.  He  could  have  put  me  out. 

Q.  The  same  obtained  in  ,the  Equitable  as  obtained  in  all  stock 
corporations,  the  control  of  the  majority  of  the  stock  absolutely 
dominated  the   directors?     A.  Yes. 

Q.  And  through  that  the  appointment  of  the  executive  officers 
and  the  management  of  the  Society?  A.  That  is  correct.  But 
I  want  to  add  that  there  is  a  great  difference  between  resigning 
at  the  dictation  of  a  man  or  to  keep  your  independence  and  be 
put  out. 

Q.  And  a  man  would  even  prefer  to  be  put  out  than  go  volun- 
tarily, that  is,  of  course,  than  to  resign?     A.  Yes. 

Q.  Then  you,  in  1900,  became  a  member  of  the  Finance  Com- 
mittee?    A.  I  don't  remember  whether  it  was  exactly  1900 

Q.  Well,  about?    A.  We  will  call  it  about  that. 

Q.  What  did  you  have  to  do  as  a  member  of  the  Finance 
Committee  ?  A.  I  was  asked  to  become  a  member  of  the  Finance 
Committee  so  as  to  give  my  judgment  on  securities  purchased 
by  the  Society,  so  that  the  officers  of  the  Society  and  members 
of  the  Executive  Committee  should  be  free  to  advise  with  me  as 
to  the  securities  the  Society  intended  to  purchase  or  had  pur- 
chased. 

Q.  They  were  already  free  to  advise  with  you,  were  they  not? 
A.  They  probably  felt  that  as  a  member  of  the  Finance  Com- 
mittee I  could  follow  more  closely  the  investments  of  the  society 
and  that  they  could  better  advise  with  me  as  to  things  that  should 
be  sold  and  replaced  by  others,  and  investments  that  should  be  ac- 
quired. 

Q.  It  was  to  establish  a  closer  relation?  A.  As  far  as  the 
quality  of  investments  was  concerned. 

Q.  Yes.     Well,  now,  you  have  said  that  you  had  some  ques- 
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tion  as  to  the  propriety  of  one  in  your  position  becoming  a 
member  of  the  Executive  Committee?    A.  Yes. 

Q.  Did  not  that  question  also  come  into  your  mind  in  con- 
nection with  your  becoming  a  member  of  the  Finance  Com- 
mittee? A.  It  did  not,  and  for  this  reason,  that  the  Finance 
Committee  in  the  Equitable  Society  does  not  decide  the  purchase 
or  sale  of  any  securities.  The  Finance  Committee  meets  once  a 
month,  and  has  before  it  a  report  of  what  has  been  done,  not  what 
is  going  to  be  done.  It  is  a  record  of  purchases  and  sales  of 
securities  that  came  before  the  Finance  Committee,  securities 
that  had  actually  been  purchased  and  paid-  for  and  sold  and 
payment  received.  All  the  Finance  Committee  can  do  then  is  to 
say  this  ought  not  to  have  been  done,  this  is  not  a  proper  in- 
vestment for  the  society,  and  in  such  case  it  can  only  be  undone 
by  resale  or  a  repurchase  of  securities.  Otherwise,  the  action 
of  the  Finance  Comrnittee  has  only  been  perfunctory. 

Q.  And  of  what  value  then  could  your  advice  be  as  a  member 
of  the  Finance  Committee  with  regard  to  investments?  A.  It 
could  be  just  of  the  same  value  as  the  judgment  of  a  higher  court 
or  of  a  court  of  advisors.  The  Equitable  Society  buys  a  great 
many  securities.  Sometimes  the  Executive  Committee  may  not 
have  had  all  knowledge  regarding  such  securities  and  may  have 
considered  them  as  a  proper  investment,  and  still  my  experience 
might  have  said :  No,  it  is  better  that  the  society  should  not  have 
such  and  such  an  investment,  and  then  I  would  have  said,  as 
has  happened — not  in  many  instances,  because  I  must  do  jus- 
tice to  the  Executive  Committee  that  they  are  very  careful  in 
what  they  purchased — then  I  would  have  said  we  ought  not  to 
hold  this,  and,  without  hesitation,  it  would  have  been  sold.  This 
happened  in  very  exceptional  instances. 

Q.  How  many  times  do  you  suppose  that  happened  during 
the  four  or  five  years  that  you  were  a  member  of  the  Committee  ? 
A.  I  cannot  now  remember. 
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Q.  Half  a  dozen  times?  A.  I  cannot  now  remember.  I  re- 
member one  or  two  instances — I  don't  remember  the  security. 
I  think  I  remember  two  or  three  instances,  when  I  said :  "These 
securities  we  ought  not  to  have  bought,"  and  I  was  sure  they 
could  be  resold,  and  they  were  resold. 

Q.  With  the  exception  of  those  cases,  do  I  understand  that 
all  you  did  as  a  member  of  the  Finance  Committee  was  to  hear  a 
statement  of  what  had  been  done  and  approve  it?  A.  I  had  no 
choice  to  do  anything  else. 

Q.  Yes,  and  that  was  all  it  was.  Perhaps  I  misunderstood  you 
a  moment  ago,  but  I  gathered  from  what  you  said  that  you  went 
into  the  Finance  Committee  to  be  in  a  position  where  you  coiold 
advise  regarding  investments,  and  I  understood  from  what  you 
said,  that  it  might  mean  about  investments  that  were  in  contem- 
plation?    A.  No,  sir. 

Q.  Was  I  in  error  about  that?  A.  You  were  in  error  about 
that. 

Q.  You  were  there  only  that  you  might  be  in  a  position  to 
hear  what  had  been  done?    A.  Yes. 

Q.  Well,  it  wasn't  of  much  importance,  was  it,  that  you  should 
do  that?  A.  It  was  not  especially,  as  I  believe  I  was  the  only 
member  of  the  Finance  Committee  for  a  considerable  time — I 
believe  for  a  time  Mr.  Cornelius  N.  Bliss  and  I  were  the  only 
members  of  the  Finance  Committee  who  were  not  members  of  the 
Executive  Committee,  and  afterwards  Mr.  Bliss  resigned  and  I 
remained  the  only  member  of  that  Committee  who  was  not  a 
member  of  the  Executive  Committee  and  I  called  attention  to  it. 
I  said,  practically  the  Finance  Committee  was  only  sitting 
in  judgment  upon  itself,  and  that  ought  to  be  changed,  and  that 
the  Executive  Committee  ought  to  report  directly  to  the  Board. 
That  was  not  done. 

Q.  Was  it  a  surprise  to  you  to  find  that  your  duties  as  a  member 
of  the  Finance  Committee  were  so  perfunctory?    A.  I  cannot 
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say  that  it  was  a  surprise  to  me,  because  when  I  became  a  member 
of  the  Finance  Committee  I  read  the  by-laws'  and  endeavored 
to  find  out  what  were  the  duties  of  the  Finance  Committe 
and  I  found  that  they  were  to  determine  the  periods  of 
the  meetings  of  the  society,  which  it  did;  that  it  was 
to  determine  such  matters  as  were  brought  before  it  by  the 
Executive  Committee,  and  that  it  should  have  supervision  over 
the  accounts. of  the  society.  But  this  supervision  over  the  ac- 
counts of  the  society  was  delegated  to  a  separate  committee,  the 
Auditing  Committee,  and  which  reported  direct  to  the  board.  So 
such  functions  which  the  by-laws  provided  for  the  Finance  Com- 
mittee were  practically  taken  out  of  its  hands  by  the  board  itself, 
and  committed  to  another  committee,  so  that  the  only  thing  for 
the  Finance  Committee,  as  I  have  stated,  was  the  fixing  of  the 
dates  at  which  the  directors  should  meet,  and  other  minor  mat- 
ters, and  supervision  of  the  investments,  already  made. 

Q.  The  by-law  to  which  you  refer,  defining  the  duties  of  the 
Finance  Committee  is  by-law  19,  is  it  not?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  read  that  upon  the  record : 

"Section  19  of  the  by-laws  : 

"The  Finance  Committee  shall  consist  of  ten  directors  and  the 
president,  six  of  whom  shall  be  a  quorum,  and  shall  superintend 
the  making  of  investments  by  the  Executive  Committee,  who  shall 
report  to  the  Finance  Committee  at  each  meeting  the  investments 
made  in  the  interval,  and  the  Finance  Committee  may  direct  the 
change  of  investments  or  securities.  The  Finance  Committee 
shall  also  superintend  the  manner  in  which  the  accounts  of  the 
society  shall  be  kept,  and  all  matters  connected  with  the  finances 
and  expenses  of  the  society,  and  may  itself,  or  through  the  Exec- 
utive Committee,  or  through  such  persons  as  it  may  designate, 
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audit  all  bills  and  examine  and  check  the  cash  payments  with  the 
vouchers." 

Q.  Now,  do  I  understand  you  to  say  that  the  board  deprived 
the  Finance  Committee  of  any  of  its  functions  under  that  article 
in  effect?  A.  As  I  understand,  they  gave  the  duties  to  the  Audit 
Committee  ,and  as  the  Audit  Committee  reported  direct  to  the 
board  there  was  no  use  of  the  Finance  Committee  to  do  it  too. 
And  I  want  to  add  here,  in  large  corporations  these  matters  are 
regulated  to  a  great  extent  by  custom,  that  is,  for  the  Executive 
Committee  or  Executive  Officers  to  bring  before  the  committee 
what  it  is  intended  that  they  should  act  upon.  And  when  I  was  a 
member  of  the  Finance  Committee,  or  when  I  became  a  member 
of  the  Finance  Committee,  the  society,  as  much  as  I  know,  had 
acted  under  the  same  by-laws  for  a  long  number  of  years  and  the 
custom  of  what  the  Finance  Committee  had  to  do  was  well  estab- 
lished. 

Q.  When  you  refer  to  the  Auditing  Committee,  do  you  mean 
the  Committee  on  Accounts  referred  to  in  By-law  23  ?    A.  I  do. 

MR.  HUGHES :   I  will  read  that  upon  the  record : 

Section  23 : 

"The  Committee  on  Accounts  shall  consist  of  five  directors, 
two  of  whom  shall  constitute  a  quorum,  who  shall  examine  and 
audit  all  accounts,  receipts,  and  payments  not  audited  by  the  Com- 
mittee on  Finance  or  under  its  direction." 

Q.  You  will  understand  from  that,  will  you  not,  that  the  Com- 
mittee on  Finance  under  these  by-laws,  and  apart  from  the  cus- 
tom that  had  grown  up,  which  you  describe  ,had  full  authority  to 
supervise  the  accounts  of  the  society?    A.  It  appears  under  the 
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by-laws  that  is  correct.  But,  as  I  repeat,  it  was  the  custom  as 
the  Committee  on  Accounts  reported  direct  to  the  Board  of 
Directors  of  the  society,  made  a  written  report  at  stated  times, 
that  the  Committee  on  Finance  action  was  not  considered  neces- 
sary any  further. 

Q.  Did  you  serve  at  all  on  the  Committee  on  Accounts?  A.  I 
did  not. 

Q.  Do  you  know  who  constituted  the  Committee  on  Accounts 
for  the  last  few  years?  A.  I  do  not  remember,  but  I  know  that 
they  were  very  eminent  directors  of  the  society. 

Q.  I  am  handed  a  list  of  five.  Will  you  kindly  see  if  you  recog- 
nize those  names  as  the  names  of  the  Committee  on  Accounts  for 
some  years  at  least  (handing  paper  to  witness)  ?  A.  I  cannot 
remember  whether  it  is  correct.  I  suppose  since  it  was  handed 
to  you  it  must  be  correct. 

Q.  Well,  it  was  handed  to  me  by  one  of  the  officers  of  the  so- 
ciety, subject  to  correction  in  case  it  appears  to  be  erroneous. 
A.  I  can't  vouch  for  its  being  correct. 

Q.  I  will  read  it  upon  the  record:  William  Alexander,  T.  D. 
Jordan,  C.  B.  Alexander,  V.  P.  Snyder,  and  W.  H.  Mclntyre. 
Now,  when  you  first  went  on  the  Finance  Committee  you  exam- 
ined the  by-laws,  as  I  understand  it,  to  see  what  your  duties  were. 
Did  you  take  up  the  question  of  the  propriety  of  this  custom  of 
leaving  the  matter  to  the  Committee  on  Accounts?    A.  I  did  not. 

Q.  Do  I  understand  that  it  is  frequently  the  case  that  the  by- 
laws are  disregarded  by  customs  which  spring  up  ?  A.  It  is  diffi- 
cult to  answer  for  others.  Apparently  in  the  Equitable  they  have 
been  disregarded. 

Q.  In  the  Equitable  that  has  been  the  case  ?    A.  Yes,  sir. 

Q.  My  attention  is  called  by  one  of  the  officers  of  the  society 
to  the  fact  that  two  members  of  the  Finance  Committee  regularly 
reported  to  the  Finance  Committee  that  bills  against  the  society 
had  been  examined  and  the  cash  payments  had  been  checked  with 
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the  vouchers,  which  would  seem  to  indicate  that  the  Finance 
Committee  did,  through  some  of  its  members,  attempt  a  supervi- 
sion of  the  accounts  of  the  society.  Do  you  recall  that  ?  A.  1  can- 
not recall. 

Q.  I  have  here,  for  example,  the  minutes  of  the  Finance  Com- 
mittee on  Monday,  January  4,  1904,  at  which  it  appears  there 
were  present:  Messrs.  Wheelock,  Schiff,  Squire,  Jordan,  Bald- 
win, Deming,  the  president,  vice-president  and  secretary  of  the 
committee. 

"The  minutes  of  the  last  meeting  were  read  and  approved.  The 
purchase  of  securities  to  the  amount  of  $3,109,700  and  the  sale 
of  securities  to  the  amount  of  $2,122,200  were  reported  and  were 
approved  as  recorded  in  the  security  register.  Applications  for 
loans  upon  mortgage  were  submitted  to  the  amount  of  $1,- 
108,000  and  were  approved  to  the  amount  of  $970,000,  as  re- 
corded in  the  Bond  &  Mortgage  Register.  The  following  report 
dated  December  31,  1903,  was  submitted  to  the  committee: 

"  'The  Finance  Committee : 

"  'Gentlemen : 

"  'The  undersigned  would  report  that  in  accordance  with  the 
designation  of  the  committee  under  section  19  of  the  by-laws  of 
the  society,  they  have  examined  all  bills  against  the  society  and 
have  checked  the  cash  payments  with  the  vouchers. 

"  'Respectfully, 

"  'William  H.  Mclntyre,  Fourth  Vice-President. 
"  'Thomas  D.  Jordan,  Comptroller.' 

"On  motion  resolved  that  the  next  meeting  of  the  directors  be 
held " 
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Q.  That  is  a  separate  matter,  I  guess,  is  it  not? 
MR.  WINTHROP :  Yes,  that  is  separate. 
THE  WITNESS :  I  suppose  that  is  correct. 

Q.  Now,  refreshing  your  memory  by  that  you  would  be  able  to 
say  that  the  Finance  Committee  annually  appointed  two  of  its 
members  to  make  an  audit  and  to  report  to  the  committee,  and 
that  report  was  duly  submitted  ?  A.  The  chairman  of  the  Finance 
Committee  makes  these  appointments,  not  the  Finance  Com- 
mittee. 

Q.  I  see.  This  report  of  Mr.  Mclntyre  and  Mr.  Jordan  refers 
to  a  designation  of  the  committee.  You  think  that  was  a  desig- 
nation of  the  committee  through  the  action  of  its  chairman?  A. 
I  have  no  doubt  of  that. 

Q.  The  reason  that  I  ask  these  questions  is  quite  obvious.  We 
have  had  here  a  state  of  affairs  disclosed  by  the  testimony  with 
refereice  to  the  accounts  of  the  Equitable  Society  with  which 
probably  the  published  reports  have  made  you  familiar.  We  find 
accounts,  for  example,  kept  in  the  names  of  other  parties,  there 
are  some  funds  apparently  belonging  to  the  society  not  accounted 
for,  and  I  want  to  know  just  what  actual  supervision  there  was 
of  this  matter  and  how  far  the  by-laws  of  the  society  were  com- 
plied with.  Now  I  understand  that  the  fact  of  the  matter  was  that 
the  executive  officers  had  full  charge,  that  the  Finance  Committee 
met  and  considered  investments  after  they  had  been  made?  A. 
That  is  correct. 

Q.  And  dealt  with  the  sales  of  securities  by  way  of  approval 
after  they  had  been  completed?  A.  That  is  certainly  provided 
for  in  the  by-laws,  and  on  the  committees  they  could  do  nothing 
else. 

Q.  And  that  with  reference  to  this  important  power  of  super- 


1310 


Testimony  of  Jacob  H.  Schiff 

vision  of  accounts  of  the  society  which,  under  the  by-laws,  was 
lodged  in  the  Finance  Committee,  the  committee  did  nothing  but 
have  two  of  the  executive  officers  themselves  report  to  the  Fin- 
ance Committee  that  everything  was  all  right?  A.  The  auditing 
^^ommittee  attended  to  it,  and  this  sub-committee  of  the  Finance 
Committee,  as  you  have  read  to  me  yourself.  And  as  the  suppo- 
sition is,  Mr.  Hughes,  that  important  officials  are  honest  men,  the 
members  of  the  Finance  Committee  assumed  that  they  were  act- 
ing honestly. 

Q.  Of  course,  checks  are  entirely  unnecessary  if  all  men  act 
honestly.  A.  These  checks  were  put  in  the  hands  of  these  selected 
agents,  the  Auditing  Committee,  and  the  committee  appointed 
by  the  chairman.  In  every  company  the  chairman  of  a  committee 
appoints,  as  you  know,  the  sub-committee,  and  you  cannot  suppose 
that  men  follow  irregular  practices.  I  would  rather  go  through 
this  worW  and  believe  every  man  honest  until  I  found  out  that  he 
has  been  dishonest  than  to  go  through  this  world  and  suppose  every 
man  is  dishonest  until  I  find  out  he  is  honest.  That  has  been  my 
practice  as  a  director  of  the  Equitable  Society. 

Q.  Now,  from  the  facts  that  have  come  to  notice  is  it  your 
opinion  as  a  citizen  that  there  should  be  a  closer  supervision  of 
the  actions  of  executive  officers  of  insurance  companies  ?  A.  No 
doubt  about  it.  But  no  law  which  you  may  frame  and  which  the 
Legislature  may  enact,  no  law,  however  close  it  may  be,  will 
protect  you  against  dishonest  actions  or  dishonest  methods. 

Q.  Well,  do  you  think  it  is  entirely  hopeless  to  endeavor  to 
have  supervision  of  the  actions  of  executive  officers  and  a  con- 
dition of  things  in  which  they  will  be  actually  responsible  and 
held  accountable  ?  A.  This  State  pays  a  superintendent  of  insur- 
ance, he  has  a  very  high  position,  and  he  is  supposed  to  have  a 
set  of  accountants.  Do  you  expect  every  director  or  every  mem- 
ber of  a  committee,  be  it  the  Finance  Committee  or  a  similar  com- 
mittee, to  have  a  set  of  accountants  at  his  disposal  and  go  into 
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the  accounts  of  the  society,  whatever  it  may  be,  be  it  life  insurance 
or  bank  or  trust  company?  Do  you  expect  him  to  do  that?  If 
you  do  you  won't  find  a  respectable  director  in  the  city  of  New 
York  willing  to  become  a  member  of  the  board  of  any  society. 

Q.  Now,  let  us  see  just  what  the  practice  is  that  actually  ob- 
tains. Do  I  understand,  for  example,  that  in  the  case  of  the 
Equitable  that  the  actions  of  the  executive  officers  were  left  ex- 
clusively to  audit  by  the  executive  officers  ?  A.  I  do  not  now  re- 
member who  the  sub-committees  were.  You  say  they  were  ex- 
ecutive officers  and  I  take  your  word  for  it,  but  these  were  execu- 
tive directors. 

Q.  I  find  there  that  they  were  Mr.  Mclntyre  and  Mr.  Jordan. 
A.  Suppose  they  were,  who  appointed  them? 

Q.  Well,  who  was  the  chairman?  A.  Who  was  the  chair- 
man of  the  Executive  Committee?  I  don't  know  who  was 
the  chairman.  I  believe  Mr.  Hyde,  and  I  believe  the  chairman 
of  the  Finance  Committee  of  late  is — I  don't  know  who  it  was — I 
think  it  was  Mr.  Hyde  also.  It  was  all  Hyde;  all  Hyde  and 
Alexander. 

Q.  Well,  that  gives  point  to  my  question.  Now,  a  moment  ago 
you  were  referring  to  a  committee  on  accounts  representing 
the  Board  of  Directors,  reporting,  as  I  understood  you,  to  the 
Board  of  Directors  and  consisting  of  very  estimable  gentlemen? 
A.  Yes. 

Q.  Now,  did  those  gentlemen  act  in  supervising  the  accounts 
through  some  sub-committee  composed  of  the  executive  officers 
themselves?  A.  Yes,  because  the  chairman  had  the  right,  it 
was  his  privilege  to  appoint  them,  and  he  appointed  his  men. 
The  committee  had  nothing  to  say  about  it.  You  might  as  well 
go  immediately  to  the  very  bottom  of  the  whole  question,  of  the 
whole  system.  You  said  before  Mr.  Hyde  had  a  majority  of 
the  stock.  You  might  say  to  the  directors,  you  made  a  mistake 
to  become  directors  of  the  Equitable,  and  we  did.    We  all  learn 
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by  experience.  And  I  don't  think  I  will  go  in  the  same  system 
again,  or  be  subjected  to  the  consequences  of  the  same  system. 

Q.  Why  do  you  say  that?  Why  did  they  make  a  mistake? 
A.  They  made  a  mistake  that  they  became  members  of  a  society 
that  was  not  only  by  custom,  but  actually  at  the  mercy  of  one 
man. 

Q.  Then  you  do  not  think  that  it  is  a  good  thing  for  an  insurance 
company  or  the  management  of  an  insurance  company  to  be 
be  at  the  mercy  of  one  man?  A.  I  don't  think  it  is  a  good  thing 
for  any  corporation  to  be  at  the  mercy  of  one  man. 

Q.  Then  do  you  think  that  the  power  which  must  necessarily 
be  lodged  with  some  executive  in  order  to  have  efficient  manage- 
ment should  be  subject  to  some  restriction  and  supervision?  A.  I 
think  so,  most  decidedly. 

Q.  On  a  higher  scale,  I  suppose,  you  would  desire  to  see  the 
business  of  a  great  insurance  company  looked  after  as  closely  as 
you  would  the  business  of  your  banking  firm?  A.  That  is  cor- 
rect. 

Q.  And  you  would  desire  to  see  those  that  have  the  mantage- 
ment  of  the  finances  of  insurance  corporations  held  as  strictly 
to  accountability  as  you  would  hold  your  cashiers  and  other  per- 
sons who  handle  the  moneys  of  your  firm?  A.  The  executive 
officers,  yes. 

Q.  Yes.  A.  Those  who  have  the  facilities  look  after  the 
finances. 

Q.  Yes.  In  other  words,  you  do  not  believe  in  irresponsible 
powers?    A.  You  are  correct. 

Q.  And  that  has  been  the  vice  of  this  insurance  situation  in 
your  judgment,  has  it  not?    A.  To  a  great  extent. 

Q.  Now  you  have  explained  very  fully  and  frankly  the  manner 
in  which  the  management  of  the  Equitable  Society  was  con- 
ducted      A.  As  far  as  I  know. 

Q.  Did  you  ever  hear  during  your  connection  with  the  Society 


1313 


Testimony  of  Jacob  H.  Schiff 

that  there  was  an  account  of  George  H.  Squire,  trustee?  A.  I 
did  not. 

Q.  Or  an  account  known  as  the  J.  W.  Alexander  No.  3  ac- 
count?   A.  I  did  not. 

Q.  Or  an  account  known  as  the  Alexander  and  Jordan  ac- 
count?    A.  I  did  not. 

Q.  Or  an  account  known  as  the  Marcellus  Hartley  account? 
A.  I  did  not. 

Q.  Or  an  account  known  as  the  Louis  M.  Bailey  account  ?  A.  I 
did  not. 

Q.  Was  it  ever  brought  to  your  attention  while  you  were 
in  the  Finance  Committee  of  the  Society  or  on  the  Board  of  Di- 
rectors that  any  funds  from  the  Society  were  carried  in  accounts 
not  under  its  name?     A.  It  was  not. 

Q.  You  never  heard  of  that  in  any  way?     A.  In  no  way. 

Q.  I  notice  that  this  by-law  speaks  of  a  supervision  by  the 
Finance  Committee  over  expenditures  of  the  Society  which,  I 
assume,  would  mean  a  very  general  supervision  if  any;  but  in 
the  course  of  such  supervision  did  you  ever  become  acquainted 
with  any  payments  made  for  the  Equitable  Society  for  the  pur- 
poses of  aiding  a  political  party  in  its  campaign?    A,  I  did  not. 

Q.  Never  heard  of  anything  of  the  kind?     A.  I  did  not. 

Q.  That  never  came  under  your  attention  as  a  member  of  the 
committee  of  course  or  you  would  have  heard  it?     A.  No. 

Q.  Nothing  of  the  sort?  A.  It  did  not  except  at.  the  close — 
long  after  the  last  election  I  was  informed  by  Mr.  Bliss  that 
Mr.  Hyde  had  made  a  contribution  to  the  Republican  campaign 
fund,  but  it  was  not  stated  whether  it  was  on  his  own  account  or 
for  the  account  of  the  Society,  and  as  far  as  I  know  it  was  not 
for  the  account  of  the  Society. 

Q.  Did  you  take  any  measures  to  ascertain  whether  or  not  the 
funds  of  the  Society  had  been  used?  A.  I  assumed  that  they 
had  not  been  so  used. 
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Q.  Did  you  ask  Mr.  Bliss  as  to  that?    A.  I  did  not. 
Q.  Or  Mr.  Hyde?    A.  I  did  not. 

Q.  You  saw  Mr.  Hyde  from  time  to  time?  A.  Of  late  months 
I  have  seen  very  little  of  him. 

Q.  I  mean,  of  course,  when  this  occurred  last  fall— I  under- 
stand this  was  some  time  ago  that  you  learned  this  from  Mr. 
BHss,  was  it  not?  A.  It  was,  I  suppose,  some  seven  or  eight 
months  ago. 

Q.  Well,  at  that  time  you  were  seeing  Mr.  Hyde  frequently? 
A.  No,  I  was  not. 

Q.  Did  you  know  of  a  contribution  by  the  Equitable  Society  in 

1900  to  any .     A.  By  whom? 

Q.  By  the  Equitable  Society,  in  1900,  to  any  campaign  fund? 
A.  In  no  way. 

Q.  Was  not  the  matter  up  in  1896  ?    A.  I  don't  know. 
Q.  It  did  not  come  to  your  attention  ?    A.  I  was  not  a  member 
of  the  Finance  Committee  then. 

Q.  No,  but  as  a  member  of  the  board,  or  connected  with  the 
society?    A.  No,  it  did  not. 

Q.  Have  you  heard  of  any  moneys  being  placed  in  the  hands 
of  any  person  for  use  in  connection  with  legislation?  A.  I  did 
not.     I  never  heard  of  it. 

Q.  Now  I  understand  from  your  statement  that  all  these  things 
might  have  been  done  without  your  knowing  anything  about  it? 
A.  That  is  perfectly  correct. 

Q.  That  you  as  a  member  of  the  Finance  Committee  would  not 
be  in  a  way  to  ascertain  how  the  moneys  of  the  society  were  actu- 
ally used  by  the  executive  officers  unless  they  told  you?  A.  I 
would  not  have  been,  and  I  want  to  say  again  that  the  executive 
committee,  who  consisted  of  some  at  least  of  the  executive  offi- 
cers had  the  primary  supervision  and  anything  they  did  not  choose 
to  report  to  the  Finance  Committee,  the  Finance  Committee  could 
not  have  known  except  if  a  member  of  the  Finance  Committee 
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who  might  have  wished  to  know  would  have  set  his  own  account- 
ant upon  the  books  of  the  society. 

Q.  Was  it  ever  suggested  while  you  were  a  member  of  the 
Finance  Committee  that  it  would  be  a  good  thing  to  have  the 
books  of  the  society  audited  by  independent  accountants?  A. 
The  society  itself  has  an  Accounting'  Department  which  has  been 
built  up  since  many  years  and  was  supposed  to  be  one  of  the  best 
in  existence,  and  it  would  have  looked  like  carrying  coals  to 
Newcastle  to  ask  a  small  accounting  firm  or  expert  accountants — 
and  it  was  supposed  that  expert  accountants  were  in  comparison 
with  the  accounting  department  of  the  Equitable  Society  mere 
pigmies — to  audit  the  accounts  of  the  Equitable  Life  Assurance 
Society. 

Q.  And  these  various  persons  who  were  in  the  Accounting  De- 
partment of  the  Equitable  I  suppose  in  effect  held  their  positions 
at  the  sufferance  of  the  owner  of  the  stock?  A.  I  suppose  they 
held  their  positions  at  the  sufferance  of  the  Executive  Committee. 

Q.  And  the  members  of  the  Executive  Committee  hold  their 
positions  at  the  sufferance  of  the  owner  of  the  stock?  A.  I  sup- 
pose they  hold  their  positions  at  the  sufferance  of  the  Board  of 
Directors. 

Q.  And  that  is  one  remove  further,  and  then  we  come  to  the 
owner  of  the  stock  ?    A.  Yes. 

Q.  I  asked  you  to  produce  a  statement  of  the  sales  made  by 
Kuhn,  Loeb  &  Company  to  the  Equitable  Life  Assurance  Society 
during  the  time  that  you  were  a  director  of  the  society.  Have 
you  prepared  such  a  statement  ? 

(Paper  produced.) 

Q.  This  list  is  produced  and  I  understand  it  to  be  correct?  A. 
It  has  been  made  up  in  our  Accounting  Department. 
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MR.  HUGHES :  I  will  have  it  marked  for  identification. 
(The  paper  was  marked  Exhibit  218  for  identification.) 

Q.  Now,  do  I  understand  that  in  any  of  these  cases  of  pur- 
chases by  the  Equitable  from  your  firm  you  have  advised  the  pur- 
chase? A.  In  not  a  single  case,  except  as  a  member  of  the  Fin- 
ance Committee,  when  it  came  before  me  as  a  closed  transaction. 
And  I  want  to  say  here,  right  off,  that  when  transactions  of  the 
Executive  Committee  were  reported  to  the  Finance  Committee 
— they  were  simply  reported  as  such  and  such  had  been  done, 
for  instance,  a  hundred  thousand  bonds  of  this  character 
have  been  bought  at  such  and  such  a  price.  The  names  of  the 
persons  from  whom  these  bonds  were  bought  or  to  whom  they 
were  sold  was  never  reported,  not  until  some  months  ago,  until  I 
insisted  that  it  should  be  done. 

Q.  Well,  you  mean  that  in  cases  where  purchases  had  been 
made  from  Kuhn,  Loeb  &  Company,  that  they  would  not  be  rec- 
ognized by  you  when  they  were  read  ?  A.  I  might  or  I  might  not 
have  recognized  them,  but  there  was  such  a  lot  reported.  The 
modus  operandi  was  this :  The  members  of  the  Finance  Commit- 
tee met  once  a  month.  The  secretary  then  read  off  the  purchases 
of  securities  since  the  last  meeting  of  the  committee  have  been 
such  and  such,  the  sales  have  been  such  and  such.     That  is  all. 

Q.  And  in  all  these  cases  where  the  report  was  made  the  trans- 
action had  already  been  consummated?    A.  It  had. 

Q.  When  these  transactions  took  place  between  Kuhn,  Loeb  & 
Company  and  the  Equitable  Life  Assurance  Society  what  officer 
or  person  on  behalf  of  the  Equitable  negotiated  the  matter  with 
Kuhn,  Loeb  &  Company?  A.  The  modus  operandi  was  this: 
We  submitted  in  most  cases  an  offer  of  securities  to  the  financial 
secretary  of  the  society.  I  suppose  in  most  cases  it  was  in  writ- 
ing, in  some  cases  it  may  have  been  verbally,  but  not  in  very  many 
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cases.  It  was  sent  into  the  Executive  Committee  as  far  as  we 
know,  and  we  were  then  advised  if  it  was  accepted  or  declined. 

Q.  Who  was  the  financial  secretary?  A.  Of  late  years,  of  late 
months,  I  think  it  was  Mr.  Winthrop.  Before  that  it  was  Mr. 
Squire. 

Q.  George  H.  Squire?    A.  Yes,  sir. 

Q.  Do  you  remember  when  it  was  that  Mr.  Winthrop  suc- 
ceeded Mr.  Squire?  A.  I  think  Mr.  Winthrop  is  here  and  can 
give  you  the  information. 

Q.  Mr.  Winthrop  says  in  October,  1904.  May  we  assume  that 
to  be  correct?    A.  I  think  so. 

Q.  Then  for  many  years  prior  to  that  Mr.  George  H.  Squire 
had  been  financial  secretary?    A.  For  several  years  prior. 

Q.  And  your  propositions  would  go  to  Mr.  Squire?  A.  That 
was  the  case. 

Q.  Normally?    A.  Yes,  to  Mr.  Squire. 

Q.  Then  Mr.  Squire  would  refer  them  to  the  Executive  Com- 
mittee. Would  that  mean  to  the  chairman  of  the  Executive 
Committee  normally?  A.  I  have  no  knowledge  of  that.  As  far 
as  my  impression  goes  they  went  to  the  Executive  Committee. 
I  want  to  add  to  that,  so  to  have  it  fully  for  your  information, 
before  Mr.  Squire  became  the  financial  secretary,  General  Louis 
Fitzgerald  had  charge  of  it.  He  was  president,  as  you  are  aware, 
of  the  Mercantile  Trust  Company,  and  he  also  was,  I  believe, 
chairman  of  the  Executive  or  Finance  Committee.  It  was  before 
the  time,  I  believe,  that  I  was  a  member  of  the  Finance  Com- 
mittee. The  Mercantile  Trust  Company  was  then  a  large  factor 
in  the  financial  matters  of  the  Equitable  Society  and  it  was  he 
who  negotiated,  and  it  was  he,  and  he  acting  as  far  as  I  can 
remember.  It  was  a  matter  of  a  number  of  years  ago.  I  believe  he 
had  sometimes  power  to  say  immediately,  "I  accept  this"  or  de- 
cline it,  but  it  was  very  exceptional.    It  generally  took  a  day  or 
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two  before  we  could  get  a  reply,  whether  our  offers  were  ac- 
cepted or  declined. 

Q.  Do  I  understand  that  while  General  Fitzgerald  was  presi- 
dent of  the  Mercantile  Trust  Company  he  was  at  the  same  time 
chairman  of  the  committee  of  the  Equitable  Society  and  in  a  posi- 
tion to  frequently  pass  definitely  upon  purchases  and  sales  of  se- 
curities? A.  I  don't  know  in  what  position  he  was.  I  don't 
know  what  powers  the  Executive  Committee  gave  to  its  chair- 
man, but  the  fact  is  that  I  believe  he  was  president  of  the  Mercan- 
tile Trust  Company  and  was  chairman  of,  I  don't  know  whether 
it  was  the  Executive  Committee  or  the  Finance  Committee.  I 
think  it  was  the  Executive  Committee. 

Q.  He  was  the  man  who  apparently  had  charge  of  negotiations 
and  frequently  closed  them?  A.  He  had,  and  if  he  closed  them, 
I  do  not  want  to  say — sometimes  he  closed  them. 

Q.  He  was  the  most  active  man  in  the  matters  pertaining  to 
negotiations  of  purchases  by  the  Equitable  Society  for  some  years. 
A.  That  is  correct^ — ^that  is  a  very  considerable  number  of  years 
ago,  as  I  have  already  stated.  Later  on  Mr.  Squire  came  in  as 
financial  secretary  and  he  had  no  powers,  as  I  understand  it,  and 
then  Mr.  Winthrop  came  in  and  he  had  no  powers,  and  it  had 
to  go  to  the  Executive  Committee. 

Q.  During  what  period,  or  for  how  long  a  time  did  General 
Fitzgerald  act  in  the  way  you  have  described?  A.  Perhaps  Mr. 
Winthrop  can  tell  you. 

Q.  I  am  informed  that  down  to  the  time  Mr.  James  H.  Hyde 
was  made  chairman  of  the  Executive  Committee,  General  Fitz- 
gerald was  chairman  of  the  Executive  Committee.  That  would 
be  about  1902.  And  that  the  chairman  of  the  Executive  Com- 
mittee was,  by  virtue  of  his  oiifice,  chairman  of  the  Finance  Com- 
mittee. That  would  seem  to  be  the  fact  of  the  case.  A.  May  I 
ask  Mr.  Winthrop  to  give  me  the  correct  date  when  I  became 
a  member  of  the  Finance  Committee? 
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MR.  WINTHROP:  I  will  look  that  up. 

Q.  Frequently,  in  matters  involving  large  amounts  of  money 
and  the  disposition  of  large  blocks  of  securities,  the  negotiations 
take  a  little  time,  and  men  have  to  meet  and  talk  it  over,  and  the 
matter  has  to  be  explained  and  considered.  That  is  true,  is  it 
not?  A.  I  believe  that  the  securities  that  Kuhn,  Loeb  &  Com- 
pany offered  to  the  Equitable  Society  very  little  had  to  be  ex- 
plained. They  never  offered  any  securities  to  the  Equitable  So- 
ciety which  were  not  very  strong,  and  we  had  nothing  to  do 
except  to  make  our  offer  and  leave  the  Executive  Committee  to 
decide  whether  for  one  reason  or  another  they  wanted  to  accept 
them  or  not. 

Q.  And  you  simply  made  a  proposition  which,  until  three  years 
ago,  went  to  General  Fitzgerald?    A.  Yes. 

Q.  And  in  the  last  three  or  four  years  it  went  to  Mr.  Squire? 
A.  Yes. 

Q.  And  then  the  answer  would  come  back  ?  A.  Yes. 
Q.  Mr.  Winthrop  hands  me  a  statement  that  Mr.  Squire  be- 
came financial  manager  in  September,  1899,  and  I  understand 
these  transactions  with  General  Fitzgerald  continued  as  long  as 
General  Fitzgerald  was  chairman  of  the  Executive  Committee. 
A.  I  don't  want  to  say  positively. 

Q.  Well,  it  is  sufficient  for  our  purposes  to  get  a  general  view 
of  the  practice.  Now,  suppose  there  was  a  question  of  the  par- 
ticipation by  the  Equitable  Life  Assurance  Society  in  a  syndicate 
of  which  Kuhn,  Loeb  &  Company  were  the  managers.  How  was 
that  taken  up  and  disposed  of  ?  A.  That  was  offered  as  a  rule — 
let  me  see — I  believe  these  offers  were  also  made  in  writing.  I 
believe  a  letter  was  sent  to  the  society,  either  to  General  Fitz- 
gerald or  Mr.  Squire,  or  very  latterly  to  Mr.  Winthrop,  stating 
that  Kuhn,  Loeb  &  Company  had  purchased  so  and  so  many 
bonds;  in  fact,  I  am  sure  it  was  always  done  in  writing.    They 
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had  bought  so  and  so  many  bonds,  that  they  bought  them  on  such 
and  such  conditions ;  that  such  would  be  the  terms  of  the  syndi- 
cate, and  offering  the  society — offering  whoever  acted  for  the 
society — I  suppose  it  will  later  come  to  that,  who  acted  for  the 
society — such  and  such  an  amount,  subject  to  his  acceptance  or 
rejection. 

Q.  Then  I  understand  Kuhn,  Loeb  &  Company .    A.  But  I 

want  to  emphasize,  as  has  been  brought  out  before  already,  that 
General  Fitzgerald — these  reports  or  letters  were  sent  to  Gen- 
eral Fitzgerald  or  to  Mr.  Hyde  and  associates,  or  in  some  in- 
stances to  Mr. — I  suppose  to  Mr.  Winthrop  as  financial  secretary. 

Q.  Then  I  understand  Kuhn,  Loeb  &  Company  would  acquire 
a  block  of  securities  and  its  purpose  would  be  to  resell  them  and 
make  a  profit?    A.  That  is  correct. 

Q.  Then  Kuhn,  Loeb  &  Company  would  form  a  syndicate,  the 
members  of  which,  briefly,  would  agree  to  take  a  certain  propor- 
tion of  the  securities  that  were  offered  on  certain  terms  or  in  the 
event  that  the  securities  were  disposed  of  upon  the  public  offer- 
ing, a  certain  share  of  the  profits  that  were  made  by  you,  is  that 
practically  it?    A.  Yes,  that  is  correct. 

Q.  Now,  the  position  of  the  Equitable  Society  as  a  participant 
would  be  that  of  a  corporation  agreeing  to  take,  if  called  upon, 
a  certain  proportion  of  the  securities,  or  in  the  event  of  their  sale, 
being  entitled  to  receive  a  certain  part  of  the  profits  ?    A.  Yes. 

Q.  According  to  the  agreement?    A.  Yes,  that  is  correct. 

Q.  What  was  the  object  in  allotting  to  the  Equitable  Society 
any  interest  at  all  in  the  syndicate?  A.  The  Equitable  Society 
is  in  a  position,  and  any  other  large  insurance  society,  of  a  large 
capitalist  who  wants  to  get,  and  properly  get,  the  best  return  he 
can  on  his  money,  and  he  wishes  to  take  advantage  of  the  pur- 
chase at  lowest  prices  of  securities,  simply  saying  to  himself,  if 
I  get  a  profit  out  of  it,  it  is  all  right,  then  I  have  made  my 
profit ;  if  I  get  any  part  of  the  securities — if  they  are  not  all  sold — 
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it  is  good  enough  for  me  to  hold  them.  And  in  the  securities  in 
which  Kuhn,  Loeb  &  Company  formed  syndicates,  it  was  always 
good  enough  for  any  large  insurance  companies  to  hold  them  if 
they  were  not  immediately  sold. 

Q.  But,  as  a  matter  of  fact,  the  insurance  companies  generally 
had  to  take  them  when  they  were  sold  in  the  market,  did  they 
not?  A.  I  don't  fully  understand  what  you  mean  by  that  ques- 
tion. 

Q.  I  have  noticed  in  some  of  the  letters  that  have  been  put  in 
evidence,  letters  addressed  by  Kuhn,  Loeb  &  Company,  relating 
to  syndicate  participations — the  words,  "The  bonds  to  remain 
syndicated  under  our  control."    A.  Yes. 

Q.  Now,  what  do  they  mean?  A.  That  means  that  Kuhn, 
Loeb  &  Company  have  charge  of  the  sale  of  the  bonds  during  the 
existence  of  the  syndicate. 

Q.  Well,  that  implies,  I  take  it,  that  the  insurance  company, 
as  a  member  of  the  syndicate,  is  not  to  withdraw  its  bonds,  but 
to  permit  them  to  be  sold.    A.  Only  by  special  permission. 

Q.  Yes.  That  is,  it  is  not  to  withdraw  its  bonds  against  your 
wish.    A.  That  is  correct. 

Q.  So  that  Kuhn,  Loeb  &  Company  being  engaged  in  floating 
a  set  of  securities  of  the  character  that  you  have  described, 
which  were  marketable,  and  which  it  would  be  desirable  to  hold, 
held  the  option  to  sell  them  in  the  market.    A.  That  is  correct. 

Q.  And  except  with  its  consent  the  insurance  company  would 
not  be  able  to  invest  in  those  bonds  except  they  bought  them 
on  the  public  offering.    A.  That  is  correct. 

Q.  And  your  syndicate  being  successful  syndicates  so  far  as 
the  syndicate  participation  was  concerned,  the  Equitable  would 
get  a  share  of  the  profits?    A.  That  is  correct. 

Q.  And  so  far  as  its  investment  in  bonds  was  concerned,  it 
would  have  to  buy  the  bonds  in  the  market  ?    A.  That  is  correct. 
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But  I  want  to  add  that  the  market  means  from  the  syndicate 
managers. 

Q.  Of  course,  I  am  glad  you  added  that,  because  I  should 
have  made  it  clear  myself,  because  what  I  said  was  ambiguous — 
from  the  syndicate  managers.    A.  Yes. 

Q.  And  when  they  buy,  the  insurance  company  buys  from  the 
syndicate  managers,  it  furnishes  a  part  of  the  profits  represented 
in  the  proceeds  of  sales  that  is  distributable  among  all  the  mem- 
bers of  the  syndicate.  A.  You  may  state  it  that  way,  but  it 
simply  stands  upon  the  footing  of  any  other  purchaser. 

Q.  Of  course,  any  purchaser  who  can  buy  a  large  amount  of 
securities  from  the  syndicate  managers  helps  to  swell  the  fund 
in  which  the  syndicate  members  participate.    A.  Yes. 

Q.  And,  of  course,  the  life  insurance  companies,  as  a  rule,  are 
not  the  smallest  of  the  purchasers  ?  A.  Yes,  but  not  the  largest, 
either. 

Q.  And  not  the  largest,  but  pretty  good  purchasers.    A.  Yes. 

Q.  I  have  asked  you  to  furnish  a  statement  of  the  participa- 
tions in  syndicates  under  your  control,  I  mean  under  Kuhn,  Loeb 
&  Company's  control,  of  those  who  were  executive  officers  or 
members  of  the  Finance  Committee  of  the  Equitable  Life,  have 
you  furnished  that? 

(Papers  produced.) 

Q.  Before  I  take  up  this  list  which  has  been  furnished  me,  let 
me  ask  you  another  question  with  regard  to  the  practice  which 
obtains  in  connection  with  these  syndicate  offerings.  If  Kuhn, 
Loeb  &  Company  have  purchased  a  block  of  securities  and  are 
forming  a  syndicate,  you  make  the  allotments,  don't  you?  A. 
We  do. 

Q.  How  do  you  make  the  allotments,  do  you  notify  a  man  that 
he  is  in  ?    A.  As  suits  Kuhn,  Loeb  &  Company  best. 
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Q.  Do  you  decide  upon  that?  A.  In  some  cases  in  consulta- 
tion with  my  partners,  yes. 

Q.  Do  you  request  people  to  come  in?    A.  No. 

Q.  You  tell  them  that  they  can  have  it?  A.  Some  are  re- 
duced to  small  amounts,  some  get  such  an  amount.  We  simply 
notify  them  how  much  has  been  allotted  them. 

Q.  You  notify  them  of  how  much  you  permit  them  to  take? 
A.  Yes. 

Q.  You  don't  have  to  go  around  begging  them,  to  become 
members  of  the  syndicate,  do'  you  ?     A.  Indeed  not. 

Q.  They  are  only  too  glad  to  get  the  opportunity?  A.  That 
is  correct. 

Q.  It  is  a  pretty  good  thing  to  be  let  in,  is  it  not?  A.  Good 
thing — Kuhn,  Loeb  &  Company  syndicates  generally  have  paid. 

Q.  Yes,  I  mean  they  are  good  things  to  be  let  into?  (Witness 
smiles.) 

Q.  Now,  I  find  under  October,  1895,  the  Union  Pacific  reor- 
ganization syndicate,  an  allotment  to  Louis  Fitzgerald  of 
$1,500,000.  Apparently  that  is  a  personal  allotment.  Do  you 
remember  anything  about  that  case?  A.  I  do  not.  That  was  10 
years  ago. 

Q.  Yes.  In  directing  your  attention  to  it  now,  does  anything 
come  to  you  which  would  explain  why  the  allotment  of  that 
amount  was  made  to  General  Fitzgerald  and  not  to  the  Equita- 
ble? A.  General  Fitzgerald  was  chairman  of  the  reorganization 
committee  of  the  Union  Pacific  Railroad,  and  it  is  very  likely 
that  he  said  that  he  was  in  touch  with  other  members  of  the 
Committee.  He  was  in  touch  with  Kuhn,  Loeb  &  Company  who 
were  the  bankers  of  the  Committee,  and,  it  is  very  likely  that 
he  said,  "If  you  will  allot  these  to  me  I  will  give  it  to  such  inter- 
ests as  I  may  deem  entitled  tO'  it." 

Q.  At  that  time  did  you  as  a  director  of  the  Society  look  into 
the  question  whether  it  was  an  advisable  thing  for  the  society 
itself  to  take    that    allotment    or  any    portion    of    it?    A.  Mr. 
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Hughes,  I  do  not  pretend  to  attempt  to  recollect  what  happened 
ten  years  ago.  As  it  happens,  every  day  or  perhaps  every  hour, 
many  things  pass  through  my  head.  You  multiply  that  by  ten 
years  and  you  can  imagine  that  I  can  not  remember,  and  it  might 
do  great  injustice  even  if  I  believed  that  I  could  remember,  it 
might  do  great  injustice  if  I  placed  it  upon  the  record. 

Q.  I  find  that  in  October,  1895,  a  participation  of  $1,500,000 
having  been  given  to  Louis  Fitzgerald  in  the  Union  Pacific  reor- 
ganization syndicate,  the  next  month,  November,  1895,  a  par- 
ticipation of  $500,000  vfcfas  given  to  the  Equitable  Life  Assur- 
ance Society  in  the  Union  Pacific  first  4's  syndicate,  and  then 
in  November,  1896,  a  participation  was  given  to  the  Equitable 
Life  directly  in  the  New  York  City  ^Vz'^  syndicate  of  $1,000,000, 
and  then  in  January,  1897,  a  participation  was  given  to  Louis 
Fitzgerald  of  $3,900,000  in  the  Union  Pacific  purchase  money 
syndicate,  and  again  in  June,  1897,  a  participation  was  given 
to  Louis  Fitzgerald  of  $1,025,000  in  the  Union  Pacific  stock 
syndicate,  and  in  July,  1897,  a  direct  participation  was  given  to 
the  Equitable  Life  in  Chicago  &  Northwest  3%  per  cent,  syndi- 
cate of  $1,250,000.  Those  facts  stated  from  the  papers,  from  the 
papers  that  have  been  produced  by  your  firm,  do  they  recall  to 
your  mind  any  reason  why  in  some  cases  there  was  an  allotment 
to  General  Fitzgerald  and  in  other  cases  an  allotment  to  the 
Equitable?  A.  They  recall  the  fact  to  my  mind  that  probably 
General  Fitzgerald  directed  that  it  should  be  done  that  way. 

Q.  Was  it  in  such  cases  a  participation  so  far  as  you  can  re- 
call that  Kuhn,  Loeb  &  Co^mpany  would  have  been  willing  to  give 
the  Equitable  Society  itself  if  they  had  asked  for  it  or  if  General 
Fitzgerald  had  not  requested  it  the  other  way?  A.  In  most  in- 
stances the  amount  was  much  larger  than  Kuhn,  Loeb  &  Com- 
pany would  have  been  willing  to  allot  to  the  Equitable,  and  it 
was  given  to  General  Fitzg'erald  because  Kuhn,  Loeb  &  Com- 
pany must  have  known — and  I  only  speak  from  recollection,  they 
must  have  known  it  covered  divers  interests. 
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Q.  What  would  govern  you,  if  I  may  ask,  in  determining 
what  amount  ought  to  be  allotted  to  the  Equitable,  whether  it 
should  be  a  million  dollars  or  a  million  and  a  half,  assuming 
of  course  that  you  believed  the  syndicate  would  be  successful? 
A.  To  some  extent  the  size  would  be  entire  amount  of  the  syn- 
dicate ;  for  instance,  naturally,  we  would  feel  that  the  Equitable 
would  be  entitled  to  a  much  larger  amount  in  a  forty  million, 
fifty  million  or  one  hundred  million  dollar  syndicate  than  it  would 
be  in  a  ten  million,  fifteen  million  or  twenty  million  dollar  syndi- 
cate. 

Q.  Do  you  mean  how  much,  Kuhn,  Loeb  &  Company  could 
properly  let  the  Equitable  have  and  permit  other  allotments  to 
be  made  to  those  whom  you  desired  to  bring  in?  A.  In  the 
first  instance,  it  depends  upon  the  size  of  the  entire  amount  of 
the  negotiation.  In  the  second  instance,  and  of  late  years,  it 
has  been  to  some  extent  decided  by  the  fact  that  our  circle  of 
friends  has  enlarged.  As  time  goes  on,  the  circle  of  friends 
grows  larger,  and  we  had  to  be  guided  by  that. 

Q.  So  there  will  be  enough  to  go  around,  not  to  give  anyone 
in  the  circle  any  more  than  his  fair  share.  A.  Not  his  fair  share, 
not  more  than  we  think  him  entitled  to. 

Q.  Well,  of  course,  you  think  him  entitled  to  his  fair  share, 
I  suppose.  In  other  words,  you  divide  it  up  equitably  so  that 
all  your  circle  of  friends  will  have  participations?  A.  Nobody 
participates  in  a  syndicate  by  any  right;  whoever  participates, 
participates  by  the  good  will  of  Kuhn,  Loeb  &  Company. 

Q.  By  the  good  will  of  Kuhn,  Loeb  &  Company?     A.  Yes. 

Q.  Now,  having  determined,  for  example,  in  making  such  a 
division,  that  there  would  be  allottable  to  General  Fitzgerald's 
compan}',  you  might  say  a  million  dollars,  what  would  guide 
t>ou  in  giving  that  to  him  rather  than  in  saying  that  it  went  to 
the  company  and  the  company  got  all  the  advantage  of  it?  A.  As 
I  have  stated  before,  General  Fitzgerald,  as  far  as  General  Fitz- 
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gerald  was  concerned,  was  President  of  the  Mercantile  Trust 
Compam-  and  the  2^Iercantile  Trust  Company  in  former  years — I 
do  not  think  it  is  now  so  any  more — was  a  financial  factor  in  the 

Equitable  Trust  Company 

Q.  In  the  Equitable  Trust  Company?  A.  Financial  factor  in 
certain  circles  of  the  Equitable  Life  Assurance  Society,  and  Gen- 
eral Fitzgerald  knew  how  much  the  different  interests  which 
he  represented,  the  Mercantile  Trust  Company,  the  Equitable 
Life  Assurance  Society  and  some  other  interests,  were  entitled 
to  and  it  was  left  to  him  to  divide  it. 

Q.  Now,  if  General  Fitzgerald  was  allotted  by  you,  say,  a 
million  dollar  participation  in  a  syndicate,  did  it  ever  occur  to 
you  as  director  of  the  Equitable  Life  Assurance  Society  to  see 
that  the  Equitable  Life  Assurance  Society  got  the  profits  which 
would  naturally  be  expected  from  the  successful  operation  of  the 
syndicate?  A.  I  had  the  fullest  faith  in  the  fair  dealings  of 
General  Fitzgerald.  You  might  as  well  ask  me  in  case  I  take 
out  insurance  and  pay  my  premiums,  whether  I  didn't  see  that  the 
premiums  after  I  had  paid  it  actually  reached  those  to  whom 
it  should  properly  go. 

Q.  Well,  I  think  that  is  a  pertinent  question.  A.  I  don't  think 
it  is.  If  I  paid  my  premium  to  the  cashier  of  the  Equitable  it  is 
ended. 

Q.  Of  course,  in  this  particular  matter  I  was  thinking  of  your 
position  as  a  director  and  allotting  to  General  Fitzgerald  a  par- 
ticipation out  of  which  he  individually  could  make  some  money, 
when,  I  take  it,  you  would  have  been  very  willing  to  have  allotted 
that  to  the  Equitable  itself  of  he  had  requested  it?  A.  Very  pos- 
sibly and  very  probably  the  Equitable  would  never  have  received 
the  amount  which  General  Fitzgerald  received  because  it  was 
said  to  us  by  General  Fitzgerald  that  he  represented  a  number 
of  interests  and  that  he  would  see  there  was  a  proper  applica- 
tion and  that  each  interest  would  get  its  proper  proportion,  and 
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as  chairman  of  the  Finance  Committee — not  of  the  Executive 
Committee  of  the  Equitable  Life  Society,  he  was  charged  with 
knowing  what  would  be  the  proper  proportion  of  the  society. 

Q.  So  you" confided  entirely  in  his  fairness  in  the  division?  A. 
Entirely. 

Q.  And  made  no  further  inquiries  regarding  It?    A.  No. 

Q.  Did  General  Fitzgerald  ever  report  to  you  how  he  divided 
these  participations  that  were  allotted  to  him  ?  A.  I  cannot  re- 
call that. 

Q.  You  don't  remember.  Well,  I  suppose  that  General  Fitz- 
gerald represented  a  number  of  the  corporations  which  were 
within  the  circle  of  friends  which  you  have  spoken  of?  A.  Af- 
filiated with  the  Equitable. 

Q.  Yes,  and  a  number  of  corporations  besides  seem  to  have 
participated,  which  were  within  your  circle  of  friends?  A.  I 
suppose  that  is  a  proper  statement. 

Q.  But  you  left  it  entirely  to  General  Fitzgerald  to  determine 
what  should  be  done,  and  you  did  not  endeavor  to  assure  your- 
selves that  these  various  corporations  had  received  part  of  the 
allotment  in  any  way?  A.  I  cannot  recall  the  circumstances; 
which  were  all,  I  suppose,  prior  to  the  year  1900. 

Q.  Now,  the  circle  of  friends  and  clients  that  you  spoke  of, 
which  is  constantly  widening,  are  those  who  would  under  ordi- 
nary circumstances  buy  securities  from  Kuhn,  Loeb  &  Com- 
pany, would  they  not?  A.  I  cannot  say  that  exactly.  Various 
considerations  enter  into  that. 

Q.  Well,  it  being  a  pecuniary  matter,  their  considerations  are 
a  pecuniary  advantage,  are  they  not?  A.  There  are  conditions 
of  business  expediency. 

Q.  Yes.  It  may  be  a  question  of  a  purchase,  or  a  question  of 
some  other  advantage  in  the  way  of  business?  A.  I  should  say 
that  primarily — I  do  not  want  to  go  further.  I  do  not  think  it 
is  necessary  for  me  to  say  anything  else  than  that  there  are  ques- 
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tions  of  business  expediency.  I  suppose  it  can  be  left  to  the 
firm  of  Kuhn,  Loeb  &  Company  to  determine  the  business  of 
Kuhn,  Loeb  &  Company. 

Q.  When  the  allotment  was  made  to  General  Fitzgerald  all 
the  correspondence  was  with  him,  I  suppose?  A.  With  General 
Fitzgerald,  as  far  as  I  can  recollect. 

Q.  That  would  be  the  routine  of  business?  A.  Unless  he 
directed  it  to  be  done  otherwise. 

MR.  HUGHES :  I  will  note  upon  the  record  the  following 
syndicates  as  they  appear  from  the  list  that  has  been  produced 
of  participations  in  syndicates  managed  by  Kuhn,  Loeb  &  Com- 
pany. 

October,  1895,  Union  Pacific  Reorganization  syndicate,  Louis 
Fitzgerald,  $1,500,000. 

November  15,  1895,  Union  Pacific  First  4's  syndicate.  Equitable 
Life,  $500,000. 

November  11,  1896,  New  York  City  3>4  syndicate.  Equitable 
Life,  $1,000,000.    Mercantile  Trust  Company,  $500,000. 

January  26,  1897,  Union  Pacific  Purchase  Money  syndicate, 
Louis  Fitzgerald,  $3,900,000. 

February,  1897,  St.  Louis,  Iron  Mountain  &  Southern,  Mer- 
cantile Trust  Company,  $1,500,000. 

May  14,  1897,  Illinois  Central  35^  per  cent,  syndicate.  Mercan- 
tile Trust  Co.,  $600,000. 

June  22,  1897,  Union  Pacific  Stock  Assessment  syndicate,  Louis 
Fitzgerald,  $1,025,000. 

July  9,  1897,  Chicago  &  Northwestern  3>^  syndicate.  Equitable 
Life,  $1,250,000. 

October  28,  1897,  Union  Pacific  Additional  Purchase  Money 
syndicate,  Louis  Fitzgerald,  $750,000. 
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February  ii,  1898,  Unfon  Pacific  First  Mortgage  bonds,  Louis 
Fitzgerald,  $2,200,000. 

March  9,  1898,  Union  Pacific  Auxiliary  Line  Syndicate,  Louis 
Fitzgerald,  $1,700,000. 

June  21,  1898,  B.  &  O.  Reorganization,  Mercantile  Trust  Co., 
$14,700,000. 

October  4,  1898,  Baltimore  &  Ohio,  Pittsburg  Junction  Equita- 
ble Life,  $500,000. 

November  23  1898,  Baltimore  &  Ohio  Loan  Syndicate,  Mer- 
cantile Trust  Co.,  $500,000. 

December  15,  1898,  Baltimore  &  Ohio,  Southwestern  Under- 
writing Syndicate,  Mercantile  Trust  Co.,  $600,000. 

February  3,  1899,  Manhattan  Railway  stock  underwriting, 
Mercantile  Trust  Co.,  $9,000,000;  George  H.  Squire,  $40,000. 

March,  1899,  Chicago  &  Alton,  Louis  Fitzgerald,  $1,000,000; 
George  H.  Squire,  $50,000. 

March  22,  1899,  St.  Louis,  Iron  Mountain  &  Southern  4's  syn- 
dicate, Louis  Fitzgerald,  $1,200,000;  George  H.  Squire,  $50,000. 

MR.  HUGHES:  Where  I  mention  the  Manhattan  Railway 
stock  underwriting  syndicate,  Mercantile  Trust  Co.,  $9,000,000 
and  George  H.  Squire,  $40,000,  put  opposite  that,  please . 

THE  WITNESS :  Perhaps  I  can  help  you  with  that.  I  want 
to  say  as  far  as  this  $9,000,000  is  concerned,  as  far  as  I  recollect, 
I  don't  think  the  Equitable  had  anything  to  do  with  that.  I  think 
these  $9,000,000  allotted  to  General  Fitzgerald  was  a  stock  syndi- 
cate for  special  interests,  for  Mr.  Gould's  interest,  whom  he  rep- 
resented, George  Gould's  interest,  and  it  was  so  distinctly  under- 
stood, and  it  had  nothing  to  do  with  the  Equitable. 

Q.  The  Equitable  had  nothing  to  do  with  it?  A.  I  don't 
think  so. 

Q.  Did  they  buy  any  of  the  securities?    A.  No,  it  was  an 
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underwriting  of  stock.     It  was  a  matter  of  the  stockholders  of 
the  company. 

Q.  MR.  HUGHES :  Then  I  will  not  make  any  statement  re- 
garding that.  Now,  the  next  I  mentioned,  March,  1899,  Chicago 
&  Alton,  Louis  Fitzgerald,  $1,000,000;  George  H.  Squire,  $50,- 
000.  Do  I  understand  that  the  Equitable  bought  any  securities 
there? 

MR.  HANAUER:  They  got  the  securities  which  they  sub- 
scribed for. 

Q.  Now,  in  this  Chicago  &  Alton,  what  profits  did  Louis  Fitz- 
gerald and  George  H.  Squire  get  respectively?  Mr.  Hanauer 
has  made  a  statement  which,  if  you  are  willing  to  adopt  as  your 
answer,  he  will  make  upon  the  record?     A.  Yes,  sir. 

MR.  HANAUER:  In  this  syndicate  the  participants  paid  97 
per  cent,  in  cash,  for  each  $1,000  paid  they  received  $10  cash, 
which  was  mostly  an  adjustment  of  interest;  $375  in  Chicago 
&  Alton  3  per  cent,  bond  certificates,  $500  in  Chicago  &  Alton 
31/2  per  cent,  bonds,  $300  in  Chicago  &  Alton  Preferred  stock 
and  $350  in  Chicago  &  Alton  common  stock. 

MR.  HUGHES:  The  next  one  is  March,  1899,  St.  Louis, 

Iron    Mountain    &  Southern    4's  syndicate,    Louis    Fitzgerald, 

$1,200,000;    profit,  $36,381.07.     George    H.    Squire,    $50,000; 
profit,  $1,515.88. 

February  i,  1900,  Baltimore  &  Ohio  first  4's  bond  syndicate, 
Louis  Fitzgerald,  $150,000;  do.,  $150,000. 

That  is  two  participations  of  the  some  amount.  Profits, 
$6,007.72. 
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George  H.  Squire  participation,  $50,000;  profits,  $1,001.29. 

February  i,  1900,  Western  Union  Telegraph  Company  4!/^ 
bond  syndicate,  Louis  Fitzgerald,  $2,000,000.     Withdrew  bonds. 

George  H.   Squire,  $75,000;  profits,  $2,875.84. 

March  22,  1900,  New  York  City  3%,  bond  syndicate.  Equita- 
ble Life,  $1,000,000;  profit,  $5,400.92.  Morton  Trust  Co., 
$500,000;   profit,   $2,700.46. 

April  10,  1900,  Third  Avenue  Railroad  4  per  cent,  syndicate, 
Louis  Fitzgerald,  $2,000,000.  Received  and  retained  bonds, 
$1,200,000.  Received  profit,  $34,925.49.  G.  H.  Squire,  $50,000 
participation,  received  and  retained  bonds,  $30,000.  Received 
profit,  $873.14.  Marcellus  Hartley,  $150,000  participation,  re- 
ceived and  retained  bonds  of  $90,000;  received  profits,  $2,619.41. 

June  25,  1900,  New  York  City  31/2  bond  syndicate.  Equitable 
Life,  $500,000;  profits,  $3,009.15. 

January  29,  1901,  Pennsylvania  Co.  3%.  Guaranty  certificate 
Equitable  Life,  $500,000  profit,  $10,107.80.  Mercantile  Trust 
Co.,  $200,000;  profits,  $4,043.11.  George  H.  Squire,  $100,000; 
profits,  $2,021.56. 

Baltimore  &  Ohio  4  per  cent.  Convertible  bonds  syndicate. 
Equitable  Life,  $400,000 ;  profit,  $4,268.44.  Mercantile  Trust  Co., 
$250,000;  profits,  $2,667.78.     George  H.  Squire,  $50,000;  profit, 

$533-56. 

February  7,  1 901,  Railroad  Securities  Co.,  stock  interest  cer- 
tificates. Equitable  Life,  $500,000;  profits,  $17,500.  Mercantile 
Trust  Co.,  $200,000;  profits,  $7,000.  George  H.  Squire,  $50,000; 
profit,  $1,750. 

February  19,  1901,  Union  Pacific  Convertible  bonds  syndicate. 
Mercantile  Trust  Co.,  $5,000,000;  received  as  profits  and  interest, 
$164,020. 

April  3,  1 90 1,  Rio  Grande  Western  Railway  Co.  4  per  cent, 
bonds  syndicate.  Equitable  Life,  $250,000;  profit,  7,931.80. 
Louis  Fitzgerald,  $100,000;  profit,  $3,172.72.     J.  W.  Alexander, 
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$75,000;  profit,  $2,379.54.  George  H.  Squire,  $75,000;  profit, 
$2,779.54-     Mercantile  Trust  Co.,  $200,000;  profit,  $6,345.44. 

April  18,  1901,  Chicago  &  Northwestern  Divisional  31/2  bond 
syndicate.  Equitable  Life,  $400,000;  received  and  retained  bonds, 
$277,000;  received  profits,  $2,391.64.  George  H.  Squire,  $75,- 
000 ;  received  certain  bonds  not  mentioned ;  profit,  $448.43.  Mer- 
cantile Trust  Co.,  $200,000 ;  received  certain  bonds  not  mentioned ; 
profit,  $1,195.82.  J.  W.  Alexander,  $75,000;  received  bonds  not 
mentioned;  profits,  $448.40. 

October  8,  1901,  Mexican  National  Readjustment  syndicate. 
Equitable  Life,  $500,000;  profit  and  interest,  $20,821.57.  Mer- 
cantile Trust  Co.,  $100,000;  profit  and  interest,  $4,164.32. 

October  15,  1901,  Pennsylvania  Co.  3%  Guaranty  Gold  bond 
syndicate,  Equitable  Life,  $750,000;  profit,  $14,742.86.  Mercan- 
tile Trust,  $250,000;  profits,  $4,914.29.  General  Louis  Fitz- 
gerald, $100,000;  profit,  $1,965.71.  George  H.  Squire,  $100,000; 
profit,  $1,965.71.  George  H.  Squire  and  associates,  $150,000; 
profits,  $4,914.29. 

November  7,  1901,  Western  Union  Telegraph  Co.,  41/2,  bonds, 
General  Louis  Fitzgerald,  $600,000;  bonds  withdrawn. 

October  29,  1901,  Baltimore  &  Ohio,  Pittsburg,  Lake  Erie  & 
Western  4  per  cent,  syndicate,  Mercantile  Trust  Co.,  $200,000; 
profits,  $4,433.56.  Also  a  further  participation  of  $500,000; 
profit  of  $1,183.89.  Louis  Fitzgerald  and  associates,  $250,000; 
profit,  $5,541.94.     George  H.  Squire,  $150,000;  profits,  $3,325-i7- 

February  18,  1902,  Metropolitan  Security  Co.  syndicate,  James 
H.  Hyde  and  associates,  $1,000,000;  profits,  $25,000. 

June  10,  1902,  Metropolitan  Street  Railway  4  per  cent,  bond 
syndicate,  James  H.  Hyde  and  associates,  $1,000,000.  No  call 
of  money,  and  there  was  no  call  of  money  in  the  Metropolitan 
Securities  syndicate  just  read.     Profits,  $30,210.38. 

July  17,  1902,  Oregon  Short  Line,  4's  and  participating  bond 
syndicate,  James  H.  Hyde  and  associates,  $1,500,000.     No  call. 
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Profits,  $39,995.  George  H.  Squire,  $100,000;  no  call.  Profits, 
$2,666.35. 

Ma\'  22,  1903,  Pennsylvania  Railroad  shares  syndicate,  James 
H..  H\de  and  associates,  $4,000,000.  No  call.  Profits,  $62,- 
595.99.  \V.  H.  Mclntyre,  $100,000;  profits,  $1,564,990.  No  call 
on  either. 

July  14,  1903,  Union  Pacific  5  per  cent,  note  syndicate.  Equita- 
ble Life  Assurance  Society,  $350,000;  kept  the  bonds  and  got  a 
profit  besides  of  $2,625. 

October  30,  1905,  Baltimore  &  Ohio  Bond  syndicate,  James  H. 
Hyde,  $400,000;  profits,  $5,964.47. 

October  28,  1903,  Philadelphia,  Baltimore  &  Washington, 
Long  Island  Railroad  Co.  bond  syndicate  James  H.  Hyde  and 
associates,  $500,000;  ditto,  $100,000;  total,  $600,000;  profits, 
$14,316.66. 

May  19,  1904,  Imperial  Japanese  Government  First  6's,  James 
H.  Hyde  and  associates,  £400,000;  profit,  $25,635.41,  there  having 
been  no  call. 

May  6,  1904,  Imperial  Japanese  Government  First  6's,  James 
H.  Hyde  and  associates,  £400,000;  profits,  $23,434.  Pittsburg 
&  St.  Louis  4  per  cent,  bond  syndicate,  James  H.  Hyde  and  asso- 
ciates, $500,000;  profit,  $10,261.46.  George  H.  Squire,  $100,- 
000 ;  profits,  $2,052.29. 

October  28,  1904,  Oregon  Short  Line  Refunding  4  per  cent, 
bond  syndicae,  James  H.  Hyde  and  associates,  $1,250,000;  profit, 
$25,047.46.     George  H.   Squire,  $50,000;  profit,  $1,001.90. 

November  9,  1904,  Imperial  Japanese  6's,  second  series,  James 
H.  Hyde  and  associates,  400,000  pounds,  no  call,  profit  $62,815.13. 

November  21,  1904,  Pennsylvania  Co.  Guaranteed  3>4  Trust 
Certificates,  James  H.  Hyde  and  associates,  $1,000,000,  no  call, 
profit  $15,300.28. 

December  8,  1904,  Missouri  Pacific  4's  syndicate,  James  H. 
Hyde  and  associates,  $300,000,  no  call,  profits  $17,077.14. 
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February  3,  1905,  Southern  Pacific  First  Refunding  Bond 
syndicate,  James  H.  Hyde  and  associates,  $2,000,000,  no  call, 
profits  $49,687.49. 

March  23,  1905,  Imperial  Japanese  4>4  syndicate,  first  series, 
Equitable  Life,  800,000  pounds,  no  call,  profit  $100,616.20. 

March  29,  1905,  Pennsylvania  Railroad  3^^  per  cent.  Con- 
vertible Bond  syndicate.  Equitable  Life,  $3,0000,000.     Still  open. 

Q.  Those  I  have  read  from  the  list  furnished  by  Kuhn,  Loeb 
&  Company.  Now  I  find  in  several  cases  a  reference  to  the  allot- 
ment to  George  H.  Squire  being  out  of  K.  L.  &  Company's  share. 
What  does  that  mean  ?  A.  That  is  a  special  favor  to  Mr.  Squire, 
who  asked  us  for  it.  We  gave  him  participations  out  of  our 
own  allotment,  so  that  wouldn't  fall  on  anybody  else's  share. 
After  the  allotment  had  been  made  we  had  allotted  to  ourselves 
so  and  so  much,  when  Mr.  Squire  came  and  asked,  "Can't  I  have 
a  small  participation  in  that?"  We  gave  him  in  a  number  of  in- 
stances a  little  of  our  share. 

Q.  Well,  what  was  the  object  of  that?  A.  The  object  of  that 
was  that  Mr.  Squire  asked  us  for  it.  He  had  sons  who  were  in 
the  brokerage  business,  I  think  he  once  stated  to  us  that  he 
wanted  to  have  something  for  them. 

Q.  Simply  a  favor  to  him?    A.  We  gave  it  no  attention. 

Q.  You  let  him  have  it?  A.  He  asked  us  just  as  you  would 
come  and  say  you  would  like  to  have  a  small  participation  in 
some  business  and  if  it  wasn't  a  menace  to  us  we  would  not  hesi- 
tate. 

Q.  Well,  would  you  expect  me  to  buy  any  bonds  ?  A.  I  don't 
think  I  would. 

Q.  You  didn't  expect  Mr.  Squire  to  buy  any  bonds?  A.  I 
don't  think  we  did.    I  don't  think  we  did. 

Q.  He  didn't  take  any  bonds  from  the  syndicate  managers  in 
those  cases  ?  A.  I  don't  think  he  did.  He  may  have  in  one  or 
two  instances,  I  don't -remember. 
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Q.  My  attention  is  called  to  the  fact  that  you  had  Mr.  Squire 
on  your  list  before  he  became  financial  manager  of  the  Equitable  ? 
A.  He  was  an  old  friend. 

Q.  Well,  giving  a  participation  to  an  individual  who  does  not 
buy  and  is  not  expected  to  buy  bonds  frorn  the  syndicate  man- 
agers is  really  an  act  of  friendship?  A.  It  is  or  business  expe- 
diency. 

Q.  For  which  he  ought  to  be  duly  grateful  and  appreciative? 
A.  You  must  ask  Mr.  Squire  about  that. 

Q.  I  understand  that  Kuhn,  Loeb  &  Company,  in  addition  to 
being  syndicate  managers,  also  had  allotments  themselves?  A. 
They  had. 

Q.  They  kept  what  share  they  thought  they  should  keep  and 
divided  among  their  friends  such  shares  as  they  thought  their 
friends  should  have  ?    A.  That  is  correct. 

Q.  According  to  business  expediency?    A.  That  is  correct. 

Q.  Kuhn,  Loeb  &  Company  retained  substantial  amounts  in 
each  participation  ?    A.  That  is  correct. 

Q.  And  get  their  shares  of  the  profits  just  as  the  other  members 
of  the  syndicates  get  their  share?  A.  That  is  correct.  The  un- 
derlying principle  being  Kuhn,  Loeb  &  Company  form  syndi- 
cates for  any  business  which  is  larger  than  they  want  to  keep 
entirely  for  themselves.  As  you  will  find  in  most  instances  these 
syndicates  cover  very  large  amounts,  especially  in  later  years. 
I  don't  know  whether  it  shows  on  that.  Where  there  ^re  only  a 
few  millions  concerned  there  generally  is  no  syndicate  formed, 
and  what  goes  beyond  the  amounts  Kuhn,  Loeb  &  Company  think 
it  expedient  to  keep  themselves  they  divide  in  participations. 

Q.  Well,  now  I  find,  for  example,  that  in  the  syndicates  that 
have  been  formed  by  you  that  are  on  this  list  from  May,  1904, 
down  to  the  present  time,  there  has  been  no  call  ?  A.  There  has 
been  no  call. 

Q.  The  members  have  not  had  to  put  up  any  money  at  all? 


1336 


Testimony  of  Jacob  H.  Schiff 

A.  Simply  because  the  bonds  were  sold  out  before  they  were  de- 
livered in  most  instances. 

Q.  Well,  the  expectation  was  when  you  took  up  these  securities 
that  you  could  put  them  on  the  market  satisfactorily,  that  they 
were  good  securiies  that  could  be  marketed  to  advantage?  A. 
In  every  case. 

Q.  In  every  case.  That  is  really  a  matter  of  pride  with  you, 
is  it  not,  Mr.  Schiff  ?    A.  That  is  correct. 

Q.  And  that  being  so,  Kuhn,  Loeb  &  Company  could  easily 
have  kept  the  whole  amount  if  they  wanted  to  ?  A.  But  it  would 
not  have  been  business  prudence.  Kuhn,  Loeb  &  Company  are 
conservative  bankers.  Something  may  happen  in  one  night  in 
the  world,  Kuhn,  Loeb  &  Company  would  like  to  survive;  when 
they  take  associates  the  expectation  is  like  when  you  take  a  law- 
suit you  expect  that  you  will  win  it,  and  you  may  lose  it  anyhow. 

Q.  That  is  very  true.  But  the  expectation  in  the  matter  is  that 
if  it  is  a  successful  flotation  and  nothing  unusual  occurs  that 
there  will  be  no  call  and  that  there  will  be  a  substantial  profit  to 
divide?  A.  In  many  instances,  but  not  as  a  rule.  Sometimes 
securities,  and  mostly  securities  bought,  are  delivered  immedi- 
ately before  they  can  be  put  on  the  market  and  in  such  instances 
the  securities  are  divided  among  the  participants,  they  pay  for 
them,  and  they  are  called  back  from  them  as  they  are  sold. 

Q.  Now,  how  are  Kuhn,  Loeb  &  Company  paid  for  their  ser- 
vices as  syndicate  managers,  on  what  basis?  A.  Kuhn,  Loeb  & 
Company,  with  very  few  exceptions,  generally  charge 
one  per  cent,  compensation  for  the  risks  they  take, 
and  the  risk  is  considerable.  They  buy  the  securities  out- 
right without  having  any  associates.  The  syndicates  are  formed 
after  the  agreement  for  the  purchase  of  securities  has  been  made. 
Kuhn,  Loeb  &  Company  assume  the  risk  and  the  business  of 
marketing  these  bonds  is  worth  one  per  cent,  to  them,  and  in  most 
instances  they  charge  one  per  cent. 
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Q.  Is  that  one  per  cent,  calculating  upon  the  proceeds  of  the 
sale  ?    A.  Upon  the  par  value  of  the  securities. 

Q.  Upon  the  par  value  of  the  securities.  Upon  the  par  value 
of  the  securities  sold  in  the  market?  or  upon  the  par  value — =— 
A.  Upon  the  par  value  of  the  entire  syndicate  purchase;  upon 
the  par  value  of  the  amount  of  securities  purchased. 

Q.  By  Kuhn,  Loeb  &  Company?  A.  By  Kuhn,  Loeb  &  Com- 
pany. 

Q.  Irrespective  of  what  you  sell?  A.  Irrespective  entirely  of 
what  we  sell. 

Q.  Well,  I  understand  if  Kuhn,  Loeb  &  Company  buy  a  block 
of  securities  having  a  par  value,  say,  of  fifty  million  dollars,  and 
a  large  part  of  them  have  to  be  taken  by  the  members  of  the 
syndicate  and  a  very  small  part  is  sold,  that  Kuhn,  Loeb  &  Com- 
pany's compensation  is  a  fixed  percentage  upon  the  fifty  million 
dollars.    A.  That  is  correct. 

Q.  Well,  now  in  the  last  syndicate,  Pennsylvania  convertible 
bond  syndicate,  if  I  recall  correcetly,  the  compensation  was  to  be  a 
half  per  cent,  on  the  purchase  and  a  half  per  cent,  on  the  sale? 
A.  Yes. 

Q.  Well,  what  does  that  mean,  a  half  per  cent,  on  the  sale  ?  A. 
In  some  single  instances  where  the  margin  of  profit  is  small,  so 
as  not  to  make  the  price  to  the  syndicate  too  large  above  the  first 
price,  the  one  per  cent,  compensation  is  divided,  or  in  other 
words,  the  effect  is  that  if  the  bonds  are  not  all  sold  one-half 
of  the  commission,  of  the  compensation,  is  rebated  to  the  syndi- 
cate participants  upon  such  amounts  as  have  not  been  marketed. 

Q.  Then  the  one  per  cent,  on  the  sale  means  one-half  per  cent, 
on  the  par  of  the  bonds  that  are  sold?  A.  One-half  per  cent. 
on  the  par  of  the  bonds  that  are  sold,  or  express  it  better,  a 
rebate  of  one-half  per  cent,  on  the  bonds  which  are  not  sold. 

Q.  Well,  I  think  the  agreement  says  half  per  cent,  on  the 
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purchase  and  half  on  the  sale  ?  A.  Yes,  but  that  is  the  meaning 
and  that  is  the  effect  of  it. 

Q.  If,  for  exariiple,  you  market,  as  syndicate  managers,  ten 
million  of  bonds  you  will  get  half  per  cent,  on  the  par  value  of 
that  ten  millions  ?    A.  Yes. 

Q.  What  you  have  said  with  regard  to  the  allotments  to  Mr. 
Squire  covers  the  whole  period  of  time  that  he  has  received  al- 
lotments and  explains  all  these?    A.  It  does. 

Q.  And  the  same  is  true  of  the  allotments  to  Hyde?  A.  It 
is  not. 

Q.  What  is  the  distinction?  A.  Mr.  Hyde  received  his  allot- 
ments at  the  distinct  request  of  the  society  that  they  should  be 
made  to  Mr.  Hyde  for  himself  and  interests  affiliated  with  the 
society.  It  was  the  interests  of  Mr.  Hyde  and  associates.  I  don't 
think  Mr.  Hyde  individually  ever  received  any  participation,  the 
participations  were  all  to  James  H.  Hyde  and  associates  upon 
written  request  of  the  society  that  they  should  be  so  made  for 
the  purpose  of  proper  division  between  the  different  interests 
affiliated  with  the  Equitable  Society.  I  believe  we  have  the  orig- 
inal letter  here,  if  you  should  like  to  see  it. 

Q.  Is  this  the  communication  which  you  refer  to  ?    A.  It  is. 

Q.  Which  you  regarded  as  an  official  communication  from  the 
society?  A.  It  is  signed  by  James  H.  Hyde,  vice-president,  and 
written  on  the  paper  of  the  Equitable  Life  Assurance  Society. 

MR.  HUGHES :   I  will  offer  it  in  evidence. 
THE  WITNESS :  I  will  give  you  a  certified  copy  of  it. 
MR.  HUGHES  :  Well,  I  will  mark  that. 
(Marked  Exhibit  219  and  read  by  Mr.  Hughes.) 
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MR.  ROGERS :     What  is  the  date  of  that  letter,  Mr.  Hughes? 
MR.  HUGHES :     February  17,  1902. 
BY  MR.  HUGHES: 

Q.  Are  you  familiar  with  Mr.  Hyde's  handwriting?  A.  I 
know  that  is  his  signature. 

Q.  And  are  the  words  "Vice-President"  there  written  in  his 
handwriting  also?     A.  I  think  it  is  his  handwriting;  yes,  sir. 

BY  MR.  HUGHES : 

Q.  Were  you  a  director  in  the  Mercantile  Trust  Company? 
A.  I  am  not. 

Q.  Or  in  the  Western  National  Bank?  A.  I  am  not.  The 
Western  National  Bank  is  out  of  existence.  I  was  not  a  director 
in  the  Western  National  Bank. 

Q.  Yes,  but  at  this  time?     A.  No,  sir. 

Q.  Or  in  the  International  Banking  Company?    A.  No,  sir. 

Q.  Or  in  its  successor,  the  Equitable  Trust  Company?  A.  I  am 
not. 

Q.  The  Commercial  Trust  Company  of  Philadelphia?  A.  I 
am  not. 

Q.  Or  in  the  Franklin  National  Banl<  of  Philadelphia?  A.  I 
was  for  a  short  time ;  I  am  not  now ;  but  I  was  for  a  short  time  a 
member  of  the  Board  of  the  Franklin  National  Bank. 

BY  MR.  COX: 

Q.  Mr.  Schifif,  this  letter  seems  to  be  dated  here  1901,  and 
then  a  blue  pencil  having  been  drawn  through  that  date  and 
afterwards  opposite  1902?  A.  Yes.  1901,  was  a  slip  of  the 
pen;  it  was  in  1902. 
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Q.  Who  did  that?  Who  changed  it?  A.  I  don't  know;  I 
don't  know  that.  We  ascertained  it  was  in  1902 ;  it  was  in  the 
memorandum,  I  suppose,  in  pencil,  is  it  not,  the  change? 

Q.  It  is?  A.  The  letter  was  sent  on  that  date,  1902,  we  ascer- 
tained from  our  books;  it  was  received  on  that  date, 
in  1902. 

Q.  Then  that  memorandum  was  put  on  in  your  office,  that  1902  ? 
A.  I  don't  know ;  I  don't  know  who  put  it  on.  I  only  know  that 
the  proper  date  of  the  letter  is  1902. 

BY  MR.  ROGERS: 

Q.  Mr.  Schiff,  I  observe  that  in  this  letter  Mr.  Hyde  states 
at  the  begirming  that  pursuant  to  a  conversation  with  a  member 
of  your  firm,  and  after  consultation  with  my  associates,  indicating 
a  personal  consultation,  and  then  at  the  close  of  the  letter  after 
reciting  who  shall  be  considered  as  participating,  he  adds,  "and 
such  personalities  as  I  and  my  associates  may  designate." 
A.  Yes. 

Q.  Can  you  state  to  whom  he  referred  by  the  words  ''and  my 
associates"?     A.  I  cannot. 

Q.  Did  you  understand  those  words  to  be  synonymous  with 
the  list  of  corporations?  A.  That  is  my  understanding;  that  is 
my  supposition. 

Q.  Isn't  it  a  fairer  interpretation  of  the  letter  to  assume  that 
it  referred  to  individuals  outside  of  the  corporations?  A.  No,  it 
is  not.  I  have  not  finished  my  answer  to  your  question  in  which 
you  referred  to  a  reference  to  "after  my  conversation  with  Mr. 
Kahn"  I  believe,  was  it  not?  He  is  a  partner  of  Kuhn,  Loeb  & 
Company.  I  have  asked  Mr.  Kahn  what  passed  at  that  con- 
versation and  he  has  stated  that  at  that  conversation  Mr.  Hyde 
said  that  he  wanted  to  have  better  supervision  as  vice-president 
of  the  Equitable  Life,  as  to  the  proportions  the  interests  were 
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properly  entitled  to,  and  he  preferred  that  he  as  vice- 
president  of  the  Equitable  Life  should  say  how  much  should  be 
allotted  to  each  interest,  than  to  have  them  allotted  direct. 

BY  MR.  HUGHES : 

Q.  I  asked  you  whether  you  were  a  director  in  these  institu- 
tions and  you  said  you  were  not.  Are  members  of  your  firm, 
or  is  any  of  one  of  them,  a  director  in  the  Mercantile  Trust 
Company?  A.  Mr.  Mortimer  Schiff  is  a  director  in  the  Mer- 
cantile Trust  Company  for  the  past  two  or  three  years. 

Q.  And  is  any  one  of  your  firm  a  director  in  the  Western  Na- 
tional Bank,  or  was  he  when  it  was  in  existence?  A.  I  am  not 
certain,  but  I  believe  Mr.  Kahn  was  for  a  short  while  a  di- 
rector. 

Q.  Is  any  member  of  your  firm  a  director  in  the  National  Bank 
of  Commerce?  A.  I  am  a  director  in  the  National  Bank  of  Com- 
merce and  Mr.  Kahn  is  a  director. 

Q.  And  in  the  International  Banking  Company?     A.  No. 
Q.  Is  any  member  of  your  firm  a  director  of  the  Equitable 
Trust  Company?     A.  Mr.  Kahn  is  a  director  of  the  Equitable 
Trust  Company. 

Q.  And  the  Commercial  Trust  Company  of  Philadelphia?  A. 
No. 

Q.  The  Franklin  National  Bank?  A.  Mr.  Paul  M.  Warburg 
is  a  director. 

Q.  Now,  can  you  explain  how  it  was  that  an  official  letter  of 
this  sort,  signed  by  James  H.  Hyde,  vice-president,  came  to  be 
written  on  this  subject?  A.  Mr.  Hyde  had  conversation  with 
Mr.  Kahn,  to  which  he  refers,  and  in  which,  as  I  understand 
from  Mr.  Kahn,  he  stated  that  hereafter  he  would  prefer  that  we 
made  no  allotments  to  single  interests,  but  made  allotments  in 
this  manner,  and  to  which  Mr.  Kahn  answered  if  that  is  to  be 
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done  we  want  to  have  the  official  request  of  the  Equitable  Life 
Assurance  Society,  and  that  letter  was  sent  to  us. 

Q.  Is  it  proper  to  say  that  you  did  not  think  that  this  request 
of  Mr.  Hyde's  could  be  assented  to  unless  the  Equitable  Society 
officially  requested  it?  A.  I  think  if  Mr.  Hyde,  who  was  vice- 
president,  or  is  vice-president,  of  the  Equitable  Life  Assurance 
Society  makes  such  a  request,  such  a  written  request  on  the  offi- 
cial letterhead  of  the  Equitable  Society  signed  by  him  as  vice- 
president,  it  would  be  sufficient  to  any  banking  house ;  it  should 
be  sufficient. 

Q.  You  thought  that  Mr.  Hyde  had  authority  to  dispose  of  the 
allotments  which  properly  would  have  gone  to  the  Equitable 
Society?  A.  I  want  to  say  that  allotments  made  to  Mr.  Hyde 
were  for  larger  amounts  than  would  have  gone  to  the  Equitable 
Society.  All  these  interests,  as  a  rule,  prior  to  this  took  syndicate 
participations  from  us,  and  at  the  request  of  Mr.  Hyde  they  were 
put  in  one  amount  and  he  was  expected  to  divide  it,  properly 
divide  it. 

BY  MR.  ROGERS : 

Q.  In  what  capacity  would  he  do  that,  as  vice-president  or  as 
an  individual?    A.  As  vice-president. 

Q.  He,  as  vice-president,  was  expected  to  divide  it?    A.  Yes. 

BY  MR.  HUGHES : 

Q.  Well,  you  hardly  mean,  Mr.  Schiff,  that  Mr.  Hyde,  as 
vice-president  of  the  Equitable,  would  give  an  allotment,  for 
example,  to  himself?    A.  It  would  not  be  right. 

Q.  No,  consequently,  if  Mr.  Hyde  individually  was  embraced 
in  the  James  H.  Hyde  and  associates  he  would  hardly  be  deemed 
to  be  acting  within  his  duty  as  vice-president  in  taking  a  share  in 
that  allotment?    A.  Perfectly  correct. 
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Q.  You  didn't  understand  that  he  was  going  to  take  a  share 
himself,  did  you?     A.  We  did  not. 

Q.  Was  it  ever  explained  to  3''ou  that  he  was  taking  a  share 
himself?  A.  Never.  We  heard  nothing  of  that  until  these  dis- 
closures were  made. 

Q.  Now,  for  example,  we  notice  in  this  letter  not  only  certain 
companies  mentioned,  but  such  personalities  as  I  and  my  asso- 
ciates may  designate.  What  did  you  understand  that  to  mean? 
A.  Well,  there  are  quite  a  number  of  personalities  who  had  for- 
merly interests  in  our  syndicates,  General  Fitzgerald  had  and 
other  personalities,  and  we  understood  that  he  would  look  after 
all  these  personal  interests.  He  personally  never  had  any  syndi- 
cate interest  with  us. 

Q.  He  never  had  had?    A.  Not  so  far  as  I  know. 

Q.  What  is  that?    A.  Not  so  far  as  I  know. 

Q.  Prior  to  this  letter,  when  Mr.  Hyde  had  never  received 

A.  He  never  had  any  syndicate  interests. 

Q.  At  all  ?    A.  No,  sir. 

Q.  And  you  never  personally  gave  Mr.  Hyde  any  personal 
participation  in  any  syndicate?     A.  I   did  not. 

Q.  And  you  never  supposed  he  was  getting  any  from  the 
James  H.  Hyde  and  associates,  as  you  have  said  ?    A.  We  did  not. 

Q.  Well,  did  you  suppose  that  Mr.  James  W.  Alexander  had 
any  interest  ?  A.I  can't '  answer  that  question  properly.  I 
think  if  I — Mr.  Alexander  frequently  had  syndicate  participations, 
did  he  not? 

MR.  HANAUER :     Not  frequently,  but  several  of  them. 

THE  WITNESS :    Several  times. 

Q.  Two  of  them?  A.  And  I  think  a  fair  supposition  would 
be  that  he  might  allot  a  part  to  Mr.  Alexander. 
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Q.  Now,  take  Mr.  Mclntyre,  W.  H.  Mclntyre,  had  he  ever 
received  a  syndicate  participation  from  Kuhn,  Loeb  &  Co.,  prior 
to  this  letter  ?    A.  Not  that  I  can  remember. 

Q.  Did  you  know  that  James  H.  Hyde  and  asociates  ever 
covered  Mr.  Mclntyre?    A.  I  did  not. 

Q.  Was  it  your  intention  that  Mr.  Mclntyre  should  get  a  par- 
ticipation at  any  time  through  James  H.  Hyde  and  associates? 
A.  Well,  that  is  a  question  of  conscience.    I  gave  it  no  thought. 

Q.  It  wasn't  brought  to  your  attention  in  any  way,  certainly, 
if  you  gave  it  no  thought.  That  wasn't  your  purpose.  A.  We 
learned  of  the  manner  in  which  these  were  divided  only  by  the 
present  disclosures. 

MR.  ROGERS :   Mr.  Hughes,  whenever  you  are  ready. 

MR.  HUGHES:  If  it  is  agreeable  to  the  committee  I  will 
ask  to  continue  the  examination  for  a  little  time. 

THE  CHAIRMAN :   The  committee  will  continue  for  a  time. 

Q.  Now,  we  have  the  Frick  report  in  evidence  here,  and  it  is 
unnecessary  to  go  over  with  you  in  detail  the  transfers  that  are 
there  set  forth.  The  point  that  I  want  particularly  to  understand 
is  this,  were  these  various  individual  participations  obtained 
through  division  of  the  allotment  to  James  H,  Hyde  and  associ- 
ates within  your  knowledge?    A.  They  were  not. 

Q.  You  never  heard  of  any  of  them?  A.  We  assumed  that  he 
would  divide  them  right. 

Q.  Take  for  example  the  Philadelphia,  Baltimore  and  Wash- 
ington and  Long  Island  Railroad  Refunding  4's.  There  there 
was  an  allotment  of  $500,000  according  to  your  list  to  James  H. 
Hyde  and  associates  and  another  allotment  of  $100,000  to  James 
H.  Hyde  and  associates.     It  turns  out  that  the  Equitable  Society 
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only  got  $100,000,  that  none  of  the  other  corporations  men- 
tioned in  Mr.  Hyde's  letter  received  any  participation,  but  that 
the  residue  was  divided  between  four  individuals.  Now,  did  you 
or  any  member  of  Kuhn,  Loeb  &  Co.  have  any  knowledge  of  that  ? 
A.  No,  sir. 

Q.  Was  the  $600,000  allotment  to  James  H.  Hyde  and  asso- 
ciates intended  to  go  to  the  Equitable  in  any  part  ?  A.  Part  was 
intended  to  go  to  the  Equitable. 

Q.  Well,  what  part  would  you  have  allotted  to  the  Equitable 
if  you  had  done  it  yourself?  A.  That  particular  syndicate  was 
not  a  large  syndicate,  $10,000,000,  and  was  very  much  sought 
after.  The  participations  were  comparatively  small;  they  had 
to  go  to  a  great  many  people  and  the  amount  itself  was  not  very 
large,  and  I  cannot  say  now  what  the  Equitable  would  have  re- 
ceived, but  it  is  certainly  not  correct  that  none  of  the  other  inter- 
ests mentioned  in  Mr.  Hyde's  letter  received  any  except  the 
Equitable  $100,000. 

Q.  Now,  in  the  cases  which  were  mentioned  in  the  Frick 
report  it  appeared  that  the  Equitable  had  bought  bonds  from  the 
syndicate  managers,  I  believe.  Is  that  the  case  in  all  these  syndi- 
cates that  have  been  mentioned  here  in  which  certain  individuals 
participated  ?  A.  I  cannot  say ;  that  is  a  large  question.  But 
you  can  be  furnished  with  a  statement. 

Q.  Before  I  leave  this  James  H.  Hyde  and  associates,  how 
did  James  H.  Hyde  and  associates  bind  themselves  when  they 
entered  into  a  syndicate?  How  did  they  become  subscribers? 
A.  We  sent  a  letter  to  Mr.  Hyde,  addressed  to  him,  "James  H. 
Hyde  and  associates,"  and  I  assume  he  replied.  In  fact,  I  am 
certain  of  it — he  replied  just  the  same  as  anybody  else  replied 
accepting  or  declining  participation. 

Q.  Then  it  was  by  James  H.  Hyde  and  associates?  A.  James 
H.  Hyde  and  associates. 

Q.  You  said  accepting  or  declining.     Did  he  ever  decline? 
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A.  I  don't  know ;  he  may  have  in  a  single  instance.     No  instance 
occurs  to  my  knowledge  that  he  has. 

Q.  As  a  rule,  these  syndicate  offerings  are  not  declined,  are 
they,  by  your  friends  ?     A.  Very  exceptionally. 

Q.  Very  exceptionally,  unless  there  was  some  good  reason  for 
such  a  declination  it  would  hardly  be  regarded  as  a  gracious  re- 
turn for  the  favor  shown,  would  it?  A.  Unless  there  was  some 
very  special  reason  they  would  not  be  declined. 

Q.  There  is  another  syndicate  regarding  which  I  desire  to 
ask  you,  and  that  is  tlie  Union  Pacific  preferred  stock  syndicate. 
You  know  the  matter  to  which  I  refer  ?  Have  you  the  syndicate 
agreement  or  a  copy  of  it?  A.  Mr.  Hughes,  I  want  to  say  here, 
if  you  will  permit  me,  I  will  make  a  statement  as  to  the  Union 
Pacific  preferred  syndicate  to  you  in  my  own  way.  I  believe  you 
will  get  fuller  information  and  better  information  than  by  ques- 
tions and  answers,  and  at  the  end  if  you  wish  to  ask  me  anything 
you  can  ask  it. 

Q.  I  shoud  be  very  glad  to  have  you  make  your  statement. 
A.  Now,  as  to  this  Union  Pacific  Preferred  syndicate,  there  has 
been  very  considerable  discussion,  unjust  discussion,  and  unjust 
insinuations.  I  have  said  in  my  testimony  before  the  Superin- 
tendent of  Insurance,  when  he  said  Kuhn,  Loeb  &  Co.  sold 
$2,500,000,  or  some  such  amount  of  Union  Pacific  preferred 
stock  to  the  Equitable  Life  that  that  was  a  false  record,  that 
Kuhn,  Loeb  &  Co.  never  had  sold  any  kind  of  stock  to  the  Equita- 
ble Life,  and  I  stand  by  what  I  have  said  in  that  testimony. 
The  Union  Pacific  Preferred  stock  syndicate  was  not  formed  by 
Kuhn,  Loeb  &  Co.  at  all.  They  never  sold  any  Union  Pacific 
preferred  stock  to  anybody.  The  Union  Pacific  pre- 
ferred stock  syndicate  was  formed  by  Mr.  E.  H.  Harriman  for 
the  purpose  of  getting  a  concentrated  holding  of  Union  Pacific 
stock,  'a  concentrated  conservative  holding,  and  for  that  reason 
the  preferred  stock  was  chosen  and  not  the  common  stock.     There 
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is  no  secret  in  that.  We  have  never  had  the  original  syndicate 
letter  or  the  original  syndicate  paper.  We  were  simply  asked 
to  act  as  clearing  house  to  purchase  the  stock  at  the  New  York 
Stock  Exchange,  and  to  furnish  it  to  the  subscribers  in  that  syn- 
dicate at  exact  cost.  We  never  have  made  any  profit  out  of  this 
syndicate.  That  syndicate  was  for  $50,000,000,  of  which  nearly 
the  entire  amount  has  been  acquired,  and  amongst  the  names 
furnished  to  us  as  participants  in  such  syndicate  was  the  name 
of  Mr.  James  H.  Hyde  individually  for  two  and  a  half  millions, 
and  I  have  never  known  until  the  disclosures  of  the  Frick  Com- 
mittee that  the  Equitable  Life  had  any  share  in  that  syndicate. 
It  is  true  that  at  several  meetings  of  the  Finance  Committee  it 
was  brought  up  that  Union  Pacific  preferred  stock  had  been 
bought,  but  nothing  else  was  brought  up;  it  was  not  brought 
up  that  it  was  bought  in  a  syndicate ;  it  was  simply  read  off  with 
a  list  of  securities  which  had  been  acquired,  and  I  stand  by  it 
that  I  voted  for  the  purchase  of  Union  Pacific  preferred  stock. 
There  is  no  better  investment  in  this  wide  world.  The  Union 
Pacific  Company  earned  last  year  $22,000,000  over  and  above 
all  its  charges  and  out  of  that  it  had  to  pay  a  dividend  of 
$4,000,000  on  its  preferred  stock.  Every  life  insurance  company 
may  buy  that  stock,  and  it  cannot  get  a  better  security.  That  is 
all  there  is  about  it.  Since  it  has  been  disclosed  that  the  Equita- 
ble Life  Insurance  Company  holds  this  stock  it  has  been  asked 
to  divest  itself  of  it.  Mr.  Paul  Morton,  its  new  president,  has 
been  repeatedly  asked  by  the  managers  of  the  syndicate,  to  resell 
that  stock  to  them  and  he  has  declined.  Probably  he  must 
assume  that  it  is  a  good  enough  thing  to  hold  or  that  it  is  a 
good  enough  thing  to  hold  for  a  profit.  He  must,  for  it  is  worth 
more.  He  can  get  to-day,  and  the  Equitable  Life  could  have 
got  any  day,  or  Mr.  Hyde,  in  which  they  were  in  the  syndicate 
their  cost  and  interest  for  their  holding  of  preferred  stock.  It 
is  not  the  Equitable  Life  which  I  consider  in  this  matter.   Even  if 
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I  had  known  that  this  stock  of  the  Equitable  Life  was  held  in 
syndicate  I  am  not  certain  that  I  would  have  voted  against  it. 
Union  Pacific  preferred  stock  as  a  permanent  invesment  in  a  hold- 
ing syndicate  is  a  good  thing  to  hold,  and  I  don't  know,  possibly 
some  other  advantages  might  have  accrued  to  the  Equitable  Life 
because  it  held  that  stock.  That  preferred  stock  is  an  excel- 
lent investment  in  a  holding  syndicate,  and  as  a  director  I  think 
I  should  have  voted  that  it  should  hold  it  because  it  would  have 
been  to  its  advantage.  But  I  did  not  know  it.  And  in  fact, 
when  the  first  criticism  came  up  Mr.  Paul  Morton  was  asked 
to  sell  it  at  cost  and  interest  and  declined,  and  he  has  declined 
to  this  day.  I  have  here,  and  Mr.  Hanauer  will  furnish  it  to  you, 
the  first  indication  that  the  transfer  had  been  made  of  Mr. 
Hyde's  interest.  Notice  came  to  us  from.  Mr.  Paul  Morton 
in  July  last,  and  until  then  no  one  of  our  firm  knew  anything 
of  it.  I  have  to-day  to  exchange  the  first  word  with  Mr.  Hyde 
about  his  interest  in  this  syndicate.  He  has  never  spoken  to 
me  about  it;  I  have  never  spoken  to  him  about  it,  because  it  was 
not  my  affair,  it  was  Mr.  Harriman's  affair.  Why  we  offered 
to  the  Equitable  Life  to  buy  it  is  because  we — I  don't  mean  per- 
sonally— because  we,  as  a  syndicate,  the  syndicate  managers  did 
not  think  that  a  life  insurance  company  was  a  desirable  associate 
in  such  syndicate,  in  a  long  syndicate.  That  is  the  reason  we 
offered  to  buy  it  back,  not  on  account  of  the  Life  Insurance 
company,  but  on  our  own  account,  and  I  stand  by  what  I  say. 

Q.  Now,  what  was  the  purpose  of  this  syndicate?  You  said 
it  was  to  concentrate  a  holding  of  a  large  amount  of  stock.  Do 
you  mean  by  that  to  maintain  through  such  holding  the  control 
of  the  Union  Pacific  property?  A.  Mr.  Hughes,  with  all  due 
deference,  I  do  not  think  that  that  is  a  question  for  you  to  ask 
me. 

Q.  Well,  you    used    an    expression    "concentrated    holding." 

A.  Concentrated  holding. 
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Q.  "And  I  want  to  get  at  the  pith  of  it.  A.  These  interests  for 
their  own  convenience  desired  to  hold  a  large  amount  of  Union 
Pacific  preferred  stock.  Let  anybody  who  wants  to  draw  his 
own  inferences. 

Q.  Well,  have  you  a  copy  of  the  agreement?  A.  I  have.  I 
have  no  secrets  in  it.     You  can  have  it. 

Q.  That  perhaps  would  be  the  most  authoritative  statement 
of  the  purpose  of  it. 

MR.  HUGHES :     I  offer  it  in  evidence. 

(Marked  Exhibit  220.) 

THE  WITNESS :  I  would  also  like  to  furnish  you  the  copy 
of  the  assignment  of  Mr.  Hyde . 

Q.  That  we  already  have,  and  have  it  in  evidence  with  your 
correspondence.     A.  And  our  answer  to  it. 

Q.  Yes,  sa)nng  that  it  was  subject  to  consideration  by  the  syn- 
dicate.    A.  And  that  was  only  two  months  ago. 

Q.  Well,  I  have  perhaps  not  the  last  communication,  but  shortly 
I  will  bring  that  up. 

(Exhibit  220  read  by  Mr.  Hughes.) 

Q.  Now,  that  I  understand  was  signed  by  James  H.  Hyde  in- 
dividually?    A.  Individually. 

Q.  Did  you  have  any  negotiations,  or  did  any  member  of  your 
firm  have  any  negotiations  with  James  H.  Hyde  preliminarily 
to  his  signing  that  agreement?      A.  I  think  not. 

Q.  You  said  something  in  your  statement  about  Mr.  Harriman 
having  obtained  his  signature?    A.  Yes. 

Q.  You  referred  to  Mr.  E.  H.  H.-rriman?    A.  Yes. 
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Q.  He  was  at  the  time  a  director  of  the  Equitable  Life  Assur- 
ance Society?    A.  I  beUeve  so. 

Q.  And  you  understand  that  he  obtained  Mr.  Hyde's  signa- 
ture?   A.  He  did. 

Q.  And  Mr.  Hyde  agreed  under  this  to  take  a  share  of  $2,- 
500,000  of  the  stock?    A.    He  did. 

Q.  You  have  said  that  the  syndicate  managers  had  under  con- 
sideration— or,  at  least  a  letter  produced  the  other  day  in  answer 
to  Mr.  Morton's  letter  advising  of  the  assignment  by  Mr.  Hyde 
to  the  society  of  his  share  in  the  syndicate  transaction  said  that 
the  syndicate  managers  had  under  consideration  the  question  of 
the  acceptance  of  that  assignment,  or  rather  the  recognition  of  it. 
Had  any  decision  been  reached  upon  that  point?  A.  Mr.  Harri- 
man  is  away  in  China  or  Japan  and  we  could  not  meet  and  de- 
cide that. 

Q.  You  have  said  that  you  did  not  regard  a  life  insurance 
company  as  a  satisfactory  party  in  such  a  transaction?  Why  is 
that?  A.  Because  in  any  decision  they  would  have  to  reach  it 
would  have  to  go  properly  before  its  directors,  and  a  life  insur- 
ance company  would  not  be  one  partner,  but  probably  be — I  think 
there  are  49  directors,  or  51 — there  would  be  51  partners,  and 
it  would. not  be  well  to  have  51  associates  and  everybody  have  to 
express  his  opinion  about  it. 

Q.  You  would  prefer  to  have  individuals  ?  A.  As  far  as  prac- 
ticable— as  far  as  practicable,  yes. 

Q.  Now,  when  Mr.  Hyde  signed  this  it  was  expected  that  Mr. 
Hyde  would  furnish  two  million  and  a  half  of  dollars?  A.  So 
it  was. 

Q.  And  he  was  regarded  as  being  able  to  furnish  that?     A. 

Perfectly. 

Q.  As  a  matter  of  fact,  as  the  proof  here  shows,  when  calls 
were  made  from  time  to  time  it  was  the  Equitable  Life  Assurance 
Society  that  paid  the  money?    A.  I  don't  know ;  I  am  told  so. 
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Q.  I  am  just  about  to  ask  you  that.  We  have  the  checks  show- 
ing that  on  each  call  made  by  Kuhn,  Loeb  &  Company  upon 
Mr.  James  H.  Hyde  the  Equitable  Life  Assurance  Society  would 
pay  to  Kuhn,  Loeb  &  Company  the  amount  called  for.  Now, 
did  those  matters  come  under  your  observation?  A.  Absolutely 
no.  The  cashier  of  Kuhn,  Loeb  &  Company  was  authorized  to 
take  in  payment  on  the  delivery  of  bonds  or  stocks  anybody's  check 
that  he  considers  good. 

Q.  Then  when  these  payments  were  made  certificates  of  stock 
in  the  name  of  Kuhn,  Loeb  &  Company,  and  endorsed  in  blank, 
were  delivered  to  officers  of  the  Equitable  Life  Assurance  So- 
ciety and  were  held  for  their  securities  ?  A.  They  were  not ;  they 
were  delivered  to  the  messenger  of  James  H.  Hyde. 

Q.  They  were  not  delivered A.  If  the  messenger  was 

an  officer  of  the  Equitable  Life  I  don't  know ;  I  don't  see  the 
messengers,  but  they  were  delivered  to  the  messenger  of  James 
H.  Hyde ;  all  notices  were  sent  to  James  H.  Hyde ;  the  dividends 
were  paid  to  James  H.Hyde,  and  all  receipts  were  either  signed 
by  James  H.  Hyde  or  signed  for  him.  In  one  single  instance  I 
find  out  a  receipt  was  signed  by  John  Gilchrist,  who,  I  under- 
stand, is  an  officer  of  the  Equitable,  but  they  were  signed  for 
James  H.  Hyde,  "I  confirm,"  or  "We  confirm  the  receipt  for 
James  H.  Hyde  of  so  and  so  much  money." 

Q.  The  point  1  am  now  trying  to  bring  out  is  this.  As  a  matter 
of  fact,  were  you  cognizant  yourself  of  the  deliveries  that  were 
made  of  securities  and  who  got  them  ?  A.  Absolutely  not.  I  am 
only . 

Q.  It  is  quite  apparent  from  the  facts  that  have  been  brought 
out  here,  that  whatever  your  knowledge  in  the  matter  may  hav» 
been  as  to  Mr.  Hyde,  as  a  matter  of  fact,  that  the  Equitable 
bought  the  stock  and  the  Equitable  got  the  stock.  Now,  I  am 
asking  you,  following  upon  that  statement,  whether  any  part  of 
that  came  to  your  knowledge?    A.  It  did  not. 
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Q.  I  call  your  attention  to  the  fact  that  the  minutes  of  the 
meeting  of  the  Committee  on  Finance,  held  on  February  2,  1903, 
recites  you  among  others  as  present  at  the  meeting.  Were  you 
present  at  the  meeting?    A.  If— I  am  sure  that  is  correct. 

Q.  The  minute  is  as  follows: 

"The  Committee  on  Finance  met  at  the  rooms  of  the  society 
Monday,  February  2,  1903,  at  i  P.  M.  Present:  Messrs. 
Wheelock,  Depew,  Schiff,  Squire,  Snyder,  W.  H.  Baldwin,  Jr., 
Deming,  the  president,  vice-president  and  secretary  of  the  com- 
mittee. 

"The  minutes  of  the  last  meeting  were  read  and  approved.  The 
purchase  of  securities  to  the  amount  of  $3,835,000,  and  the  sale 
of  securities  to  the  amount  of  $2,633,500  was  reported  and 
approved  as  recorded  in  the  security  register.  Applications  for 
loan  on  bond  and  mortgage  were  presented  to  the  amount  of 
$431,000,  and  were  approved  to  the  amount  of  $417,500,  as  re- 
corded in  the  bond  and  mortgage  register.  The  Committee  then 
adjourned. 

"W.  H.  Mclntyre,  Secretary." 

I  am  informed  that  the  transactions  which  were  submitted  to 
that  meeting  on  February  2,  1903,  were  in  this  security  register, 
which  I  now  show,  and  that  it  was  the  practtice  to  read  at  these 
meetings  the  entries  as  they  appeared  in  the  security  register.  In 
the  first  place  was  that  the  practice?  A.  That  was  the  practice, 
yes,  sir. 

Q.  So  far  as  you  know,  was  that  practice  followed  at  this  par- 
ticular meeting?    A.  I  must  assume,  sir. 

Q.  Now,  I  find  under  the  list  of  securities  mentioned  there 
the  following:  500,000  Union  Pacific  Holding  Syndicate  at  100. 
Was  you  attention — did  you  hear  that  read?  A.  I  did  not.  I 
heard  nothing  read  but  the  amount,  the  purchase  of  so  and  so 
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many  Union  Pacific  Preferred  stock,  these  things  were  read  off 
very  quick,  and  unfortunately  my  hearing  is  not  very  strong, 
sometimes  a  voice  drops  at  the  end  of  a  sentence,  but  there  was 
nothing  read  to  my  knowledge,  and  to  the  best  of  my  recollection 
concerning  this  holding  syndicate. 

Q.  Of  course,  you  would  not  say  that  it  was  not  in  fact  read, 
holding  syndicate,  but  merely  that  you  did  not  hear  it  read.  A.  I 
did  not  hear  it  read. 

Q.  You  said  before  Superintendent  Hendricks  on  the  examina- 
tion last  June,  where  a  reference  was  made  to  the  records,  "The 
records  must  be  false."  Now,  do  you  claim  that  this  record  is 
in  any  way  inaccurate  itself?    A.  It  is.    It  is. 

Q.  In  what  sense  is  it  inaccurate?  A.  In  the  sense  that  so 
far  as  I  know — the  Equitable  Life  Assurance  Society  is  not  a 
holder  of  any  Union  Pacific  preferred  stock  in  a  holding  syndi- 
cate. 

Q.  Well,  the  point  is  not  particularly  as  to  your  knowledge  on 
the  subject,  but  as  to  the  fact  whether  the  Equitable  had  acquired 
$500,000  Union  Pacific  Holding  Syndicate.  Now,  you  say  it  had 
not  acquired  it  ?  A.  I  thought  so  little — it  is  very  natural  that  I 
should  not  have  paid  attention  to  those  words,  holding  syndicate, 
because  it  was  not  in  my  mind  that  such  a  thing  was  possible,  and 
I  again  call  your  attention  to  the  assignment — how  could  this 
have  been  legall}'  or  even  morally  binding  upon  me  as  one  of  the 
syndicate  managers,  Kuhn,  Loeb  &  Company,  when  Mr.  Hyde 
did  not  assign  at  all  his  interest  until  two  months  ago? 

Q.  Well,  of  course  it  is  not  necessary  to  take  up  what  con- 
stitues  a  legal  assignment,  for  the  Equntable  having'  paid  the 
money  and  taken  the  certificates  probably  Mr.  Hyde  would  have 
been  in  a  very  poor  position  if  he  had  tried  to  claim  the  interest 
as  against  the  Equitable,  although  he  had  not  executed  a  formal 
paper.     My  point  is .    A.  Let  me  say  as  far  as  Kuhn,  Loeb 
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&  Company  are  concerned,  the  Equitable  has  not  paid  the  money. 
Mr.  Hyde  has  paid  the  money. 

Q.  What  you  mean  is  that  Kuhn,  Loeb  &  Company  did  not 
recognize  the  transaction .    A.  They  knew  nothing  of  it. 

Q.  But  do  you  desire  to  have  your  testimony  stand  without 
correction  that  the  records  of  the  Equitable  Society,  apart  from 
what  you  may  have  heard,  or  understood,  are  false?  A.  I  shall 
wish  to  advise  with  counsel  about  that. 

Q.  Yes.  A.  In  my  opinion  I  will  add  that  the  record  as  far  as 
Kuhn,  Loeb  &  Company  are  concerned  and  as  far  as  I  am  con- 
cerned, and  as  my  knowledge  is  concerned,  the  record  is  not  a 
correct  record. 

Q.  Of  course,  the  fact  that  the  Equitable  paid  the  money,  you 
have  since  learned,  you  know  that?  A.  I  have  only  very  re- 
cently learned  it. 

Q.  And  that  is  a  matter  of  which  we  may  assume .    A.  It 

was  a  matter  of  which  I  had  no  knowledge  whatsoever. 

BY  MR.  ROGERS: 

Q.  I  do  not  understand  you  to  say  that  the  statement  that  you 
were  present  that  day  is  incorrect?  A.  No,  of  course,  that  state- 
ment is  correct.    I  do  not  dispute  such  statement. 

Q.  And  I  do  not  understand  you  to  say  that  the  record  of  what 
transpired  that  day  is  incorrect,  but  simply  that  if  it  transpired 
you  had  not  knowledge  of  it  at  the  time?  A.  My  attention  was 
not  called  to  it. 

BY  MR.  HUGHES: 

Q.  Now,  the  next  meeting  at  which  this  matter  was  brought  up 
was  apparently  one  of  July  6,  1903,  of  which  the  minutes  pro- 
duced in  the  minute  book  are  as  follows : 
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"The  Committee  met  in  the  rooms  of  the  Society  on  Monday, 
July  6,  1903,  at  I  P.  M.  Present:  Messrs.  Schiff,  Squire,  Sny- 
der, Deming  and  the  secretary  of  the  Committee. 

"The  minutes  of  the  last  meeting  were  read  and  approved. 
The  purchase  of  securities  to  the  amount  of  $2,971,700  and  the 
sale  of  securities  to  the  amount  of  $3,066,500  were  reported  and 
were  approved  as  reported  in  the  security  register.  Applications 
for  loans  upon  bonds  and  mortgage  were  submitted  to  the 
amount  of  $620,500  and  approved  to  the  amount  of  $414,500  as 
recorded  in  the  bond  and  mortgage  register.  The  Committee  then 
adjourned. 

"W.  H.  Mclntyre,  Secretary." 

Q.  You  were  present  at  that  meeting  as  stated?  A.  I  was. 
Mr.  Hughes,  at  this  time  I  will  make  the  same  answer  that  I  have 
made  before  to  any  meeting  at  which  my  name  appears. 

Q.  Well,  I  wanted,  as  it  is  my  duty,  to  call  your  attention  to 
the  fact  that  at  this  meeting  as  well  as  at  the  other  meeting  in 
the  security  register  the  securities  in  question  are  referred  to  as 
$900,000  Union  Pacific  preferred  stock  syndicate.  Now,  I  under- 
stand, you  do  not  in  any  way  mean  to  say  that  you  were  not 
present  at  the  meeting,  or  that  this  was  not  read,  but  you  do'  say 
you  did  not  hear  it.  A.  I  do.  My  attention  was  not  called 
to  it.  And  I  want  to  say  right  here  that  I  don't  know  whether 
it  is  so,  but  I  don't  remember  that.  Mr.  Hughes,  I  want  to  say 
right  here  that  I  don't  remember  that  any  syndicate  transactions 
were,  as  such,  ever  brought  to  the  notice  of  the  Finance  Com- 
mittee. I  do  not  remember  that  when  the  Equitable  went  into 
a  syndicate  transaction  that  it  was  reported  other  than  as  a 
purchase  after  they  had  paid  for  it.  If  they  had  paid  for  it, 
the  securities  were  read  off,  and  very  likely  in  this  instance 
simply  the  securities  were  read  off,  and  nothing  said  of  a  holding 
syndicate. 
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Q.  Well,  that  would,  of  course,  depend  on  what  was  actually- 
read A.  I  have  no  recollection. 

Q.  Well,  of  course,  you  know  sometimes  one's  recollection  is 
refreshed  by  reference A.  Well,  my  recollection  is  re- 
freshed to  that  extent  that  I  know  nothing  of  it. 

Q.  My  attention  is  called  to  the  fact  by  counsel  that  in  the 
testimony  before  Mr.  Hendricks,  Superintendent  of  Insurance,  you 
were  asked  in  one  place:  "Here  is  the  office  voucher  for  the 
9,000  shares."  This  is  the  question:  "Q.  Here  is  the  office 
voucher  for  9,000  shares.  'Purchased  of  Kuhn,  Loeb  &  Com- 
pany, Union  Pacific  preferred  holding  certificate,  9,000  shares  at 
100,  $900,000.  Paid  June  16,  1903,'  that  is  the  check  of  the  Equita- 
ble Life  paid  for  the  purchase  of  $900,000  to  Kuhn,  Loeb  &  Com- 
pany for  Union  Pacific  preferred  holding  certificate.  A.  I  can 
only  say  to  you  that  whoever  furnished  you  that  record  or  in- 
formation of  sales  of  Union  Pacific  preferred  stock,  or  any  other 
stock  to  the  Equitable  Life,  has  furnished  you  with  a  false  rec- 
ord." Now,  in  what  particular  did  you  mean  to  say  the  rec- 
ord was  false?  A.  That  Kuhn,  Loeb  &  Company  never  sold 
any  Union  Pacific  preferred  stock  to  the  Equitable,  and  I  say 
so  now.  Even  if  the  Equitable  Life  has  become  a  member  of 
this  syndicate,  Kuhn,  Loeb  &  Company  have  not  sold  it  any  pre- 
ferred stock. 

Q.  Now,  I  must  call  you  attention  to  certain  testimonv  that 
was  given  before  Superintendent  Hendricks  by  Mr.  James  H. 
Hyde  after  you  had  been  sworn  and  examined  with  reference  to 
these  transactions.  The  testimony  is  as  follows,  relating  to  this 
Union  Pacific  syndicate: 

"Q.  That  underwriting  was  your  own  personal  underwriting? 
A.  No,  it  was  not,  as  I  think  I  have  said  in  my  testimony, 
after  consultation  and  agreement  with  Mr.  Alexander,  who  wrote 
the  letter  indemnifying  me,  and  the  counsel  for  the  society  went  ~ 
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over  the  papers.     I  have,  I  think,  already  said  that  under  oath. 
I  have  never  had  any  of  the  shares  in  my  possession. 

BY  MR.  HENDRICKS : 

Q.  They  still  stand  in  the  name  of  Kuhn,  Loeb  &  Company? 
A.  I  personally  never  had  anything  to  do  with  the  things ;  it  has 
all  been  done  on  behalf  of  the  Equitable. 

Q.  They  understood  that  you  were  the  underwriter,  I  con- 
clude from  the  fact  that  they  addressed  this  letter  to  you  per- 
sonally. A.  That  is  not  a  correct  understanding.  I  am  pre- 
pared to  swear  to  that. 

Q.  In  your  judgment,  Kuhn,  Loeb  &  Company  understood  that 
you  were  acting  for  the  Equitable  Society?  A.  Yes,  I  am  quite 
prepared  to  swear  to  that. 

BY  MR.  DRISCOLL: 

Q.  Can  you  state  any  facts  that  you  say  brought  that  to  the 
knowledge  of  Kuhn,  Loeb  &  Company,  that  you  were  acting  for 
the  Equitable?  A.  I  think  I  can;  I  would  like  to  refresh  my 
memory  on  that;  it  is  an  important  matter  and  I  don't  want  to 
make  a  mistake. 

"BY  MR.  HENDRICKS: 

Q.  Mr.  Schiff  says  that  Kuhn,  Loeb  &  Company  never  sold  a 
dollar's  worth  of  stock  of  any  kind  to  the  Ecjuitable.  A.  I  beg 
to  differ  with  him;  he  sent  a  member  of  his  firm,  and  suggested 
that  it  should  be  carried  in  a  different  shape,  which  shows  that 
he  knew  it  belonged  to  the  Equitable.  I  don't  remember  just  the 
facts,  but  I  can  refresh  my  memory  on  it." 

Q.  Now,  referring  to  that  testimony  of  Mr.  Hyde,  in  which 
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he  says  that  you  sent  a  member  of  your  firm  and  suggested  that 
this  stock  should  be  carried  in  a  dififerent  shape,  is  that  true? 
A.  Mr.  Hughes,  it  came  to  my  notice  some  four  or  six  weeks 
ago,  while  I  was  at  Bar  Harbor — I  think  in  the  Evening  Post 
there  was  a  statement  that  printed  books  of  the  testimony  had 
been  distributed  by  Mr.  Hendricks,  and  it  said  this  was  part  of 
the  testimony.  I  sent  immediately — no,  the  Evening  Post  did 
not  say  one  of  the  partners,  it  said  Mr.  Mortimer  Schiff,  the  son  of 
Mr.  Jacob  H.  Schiff.  I  immediately  telegraphed  here  to  New  York 
— my  son  is  in  Europe  at  present — I  immediately  telegraphed  to 
New  York  to  cable  to  my  son  to  find  out  whether  he  had — 
whether  that  was  correct  testimony.  The  reply  of  my  son, 
which  I  would  be  very  glad  to  furnish  you  in  the  original,  says, 
when  the  report  last  year  of  the  Equitable  appeared  he  found 
a  statemertt  in  it  that  they  had  so  and  so  much  Union  Pacific 
preferred  in  the  syndicate,  and  he  said  he  immediately  went  over 
and  saw  Mr.  Mclntyre  and  told  him  the  same  thing  that  I  told 
in  my  testimony,  that  we  knew  nothing  of  it,  and  we  recognized 
in  such  holdings  that  Mr.  Hyde  was  the  holder,  and  the  Equi- 
table had  no  interest  in  it  to  our  knowledge.  And  Mr.  Mclntyre- 
said  in  answer  it  would  be  corrected. 

Q.  Did  you  ask  your  son  whether  he  knew  that  the  Equitable 
had  paid  the  money  on  the  syndicate  calls?  A.  My  son  is  in 
Europe.  How  could  I  have  asked  him?  I  simply  inquired  from 
him  whether  that  statement  was  correct.  It  was  on  the  part  of 
Mr.  Hyde  simply  trying  to  shield  himself.  He  knew  I  knew 
nothing  of  it.  He  has  yet  to-day  to  speak  the  first  word  to  me 
about  it.  As  I  have  said  before,  I  have  never  exchanged  a 
word  with  Mr.  Hyde  about  his  holdings  in  this  matter. 

Q.  Why  should  he  desire  to  shield  himself,  from  what  ?  A.  He 
wants  to  say  that  he  has  transferred  it  in  the  face  of  our  state- 
ment, he  wants  to  say  that  he  has  transferred  it  with  our  knowl- 
edge to  the  Equitable,  which  is  untrue,  I  say. 
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Q.  Well,  your  emphasis  of  that  would  seem  to  indicate  that 
you  did  not  regard  that  as  a  proper  transaction  for  the  Equitable 
to  enter  into  ?  A.  I  repeat  what  I  have  said  to  you  before,  that 
if  I  had  known  that  the  Equitable  had  been  asked  to  take  an 
interest,  I  mean  assuming  it,  I  probably  would  have  objected, 
because  I  do  not  think  it  is  desirable  to  have  a  life  insurance  so- 
ciety as  a  partner  in  such  a  syndicate.  But  as  a  director  for  the 
time  being  of  the  Equitable,  I  do  not  deny  that  I  probably  would 
have  voted  for  the  Equitable  that  this  would  be  a  proper  invest- 
ment for  it. 

Q.  Well,  do  you  think,  as  a  general  principle,  that  it  is  a  wise 
thing  for  an  insurance  society  to  invest  money  in  stock  which  is 
to  be  held  for  the  purpose  of  maintaining  the  control  of  a  rail- 
road property  and  which  cannot  be  brought  to  sale,  say,  for  a 
period  of  four  or  five  years?  A.  Mr.  Hughes,  I  have  said  to 
you  before  that  I  am  not  prepared  to  say  that  this  stock  was 
bought  for  any  other  purpose  than  to  have  a' concentrated  hold- 
ing, and  I  do  not — I  do  not  wish  to  be  understood  that  I  think  it  is 
perfectly  proper  if  they  can  get  it,  we  would  not  have  consented 
'  to  give  it  to  them — if  they  can  get  it  for  a  life  insurance  com- 
pany to  hold  the  preferred  stock  of  the  Union  Pacific,  even  if 
it  has  to  hold  it  for  five  years. 

Q.  You  think  it  is  proper — I  am  now  asking  your  judgment 

as  a  citizen,  entirely  apart  from  any  interest  in  the  question 

A.  Yes.    " 

Q.  (Continuing)  for  an  insurance  company  to  buy  stock  in 
a  railroad  company  where  the  stock  is  to  be  pooled  under  the 
control  of  bankers  and  persons  interested  in  the  railroad  company 
for  a  period  of  five  years,  and  in  the  meantime  cannot  be  sold  by 
the  insurance  company?  A.  That  is  a  different — you  used  the 
word  pool. 

Q.  I  was  reading  from  the  agreement  when  I  used  it.  A.  In 
the  agreement  these  trustees  under  the  agreement  had  only  the 
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right  to  hold  it.  They  could  not  do  anything  else  with  it.  They 
could  not  sell  it.  It  was  not  a  speculation.  If  you  ask  me,  as  a 
citizen,  I  say  that  I  have  always  maintained  in  the  Equitable,  and 
I  say  it  here  with  all  the  emphasis  that  I  can  give  to  it,  that  I 
think  it  is  a  mistake  for  an  insurance  company  to  be  permitted 
to  buy  common  stock,  speculative  stock  of  anything,  and  I  have 
always  raised  my  voice  in  the  Equitable  against  the  practice  of 
buying  common  stock.  But  they  have  gone  and  done  it  any- 
how. But  I  think  that  preferred  stock  of  companies  like  the 
Union  Pacific,  which  earned  five  or  six  times  the  amount  neces- 
sary to  pay  the  dividends  on  the  preferred  stock,  is  a  perfectly 
proper  investment. 

Q.  My  object  is  to  direct  your  attention  particularly  to  that 
feature  of  this  investment  or  of  such  an  investment  wherein  the 
insurance  company  is  deprived  of  the  right  to  sell  for  five  years, 
and  the  control  is  placed  in  the  hands  of  certain  bankers  and 
persons  interested  in  the  railroad  company.  Now,  do  you  regard 
it  as  a  proper  thing  for  an  insurance  company  in  the  insurance 
business  to  put  its  funds  in  such  a  position  that  it  cannot  con- 
trol them  and  realize,  if  necessary,  upon  its  securities?  A.  That 
•  is  a  matter  of  opinion.  In  an  insurance  company  that  holds  assets 
of  four  hundred  million  dollars,  and  that  may  get  collateral  ad- 
vantages through  such  a  permanent  holding,  I  think  I  would  not 
be  against  taking  such  a  holding  if  I  could  get  at  it. 

Q.  If  you  look  at  it  in  a  broad  way,  Mr.  Schiff,  as  a  man  of 
large  experience  in  such  matters,  would  you  not  see  the  great 
danger  in  allowing  the  funds  of  insurance  companies  to  be  used 
for  the  purpose  of  maintaining  concentrated  holdings,  as  you 
term  it,  and  maintaining  its  investments  in  such  a  position  that 
it  could  not  dispose  of  them  for  a  period  of  years?  Is  that  not 
fraught  with  great  danger  and  possibility  of  abuse?  A.  Mr. 
Hughes,  you  cannot  govern  large  corporations  by  theory  or  by 
picking    out    isolated    instances.      I    am    opposed,    and    have 
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always  publicly  said  so,  to  insurance  companies  controlling 
anything.  Insurance  companies  should  simply  be  permitted  to 
invest  their  money  in  securities  that  do  not  control  anything. 
The  danger  to  the  State  is  in  these  large  accumulations,  and  if 
these  large  accumulations  exercise  control,  in  time  of  danger  it 
will  become  very  great.  But  there  are  instances,  single  instances, 
the  Equitable  Life  with  such  a  holding  does  not  control  the 
Union  Pacific  Railroad. 

Q.  I  was  going  to  call  your  attention  to  the  reverse  of  what  you 
said  that  the  danger  might  lie  in  some  of  these  accumulations 
being  controlled  by  others.  Now,  is  it  not,  frankly,  a  dangerous 
thing  for  the  funds  of  insurance  companies  to  be  used  so  that  they 
can  be  tied  up  in  securities  which  individuals  may  desire  to  have 
in  a  concentrated  holding  withdrawn  from  the  market  for  a  period 
of  years?  A.  I  do  not  want  to  answer  in  such  a  general  way. 
If  I  had  to  vote  on  such  a  thing  I  would  want  to  know  all  the 
details  of  the  transaction  as  it  comes  before  me. 

Q.  But  as  a  general  principle  you  would  be  against  it?  A. 
General  is  dangerous,  and  I  do  not  want  to  answer  such  a  ques- 
tion. 

Q.  You  do  not  want  to  answer  such  a  question?    A.  No. 

MR.  HUGHES :  That  is  all. 


THE  WITNESS :  Before  you  adjourn,  Mr.  Hughes,  I  would 
like  to  make  another  statement. 

Gentlemen,  I  shall  not  keep  you  very  long.  I  have  been  before 
the  Superintendent  of  Insurance  and  have  made  certain  state- 
ments. Part  of  these  statements  have  been  published  by  the 
Superintendent  of  Insurance  and  have  been  criticized,  have  been 
published  to  my  damage  and  to  the  damage  of  my  firm.    For  in- 
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stance,  the  Superintendent  of  Insurance,  in  face  of  different  testi- 
mony before  him — and  when  I  say  that,  I  say  it  without  re- 
serve— published  to  the  world  that  the  Equitable  Life 
Assurance  Society  bought  certain  Japanese  bonds  from 
Kuhn,  Loeb  &  Company,  and  a  short  time  afterward, 
or  some  time  afterward,  sold  them  back  to  Kuhn,  Loeb 
&  Company  at  a  loss  of  2I/2  per  cent.  It  was  shown  to  the  Super- 
tendent  of  Insurance  that  the  bonds  were  subscribed  for  by  the 
Equitable  Life  Assurance  Society,  they  were  sterling  bonds  at  the 
rate  of  4.88  to  the  pound  sterling,  and  that  they  were  sold  by  them 
at  the  rate  of  $5.00  to  the  pound  sterling,  just  2%  per  cent.  Per- 
haps the  Superintendent,  who  has  so  closely  watched  these  insur- 
ance companies,  does  not  know  what  the  rate  of  exchange  is  and 
he  has  sent  broadcast  through  the  world  that  Kuhn,  Loeb  &  Com- 
pany have  bought  something  back  a  short  time  after  they  sold  ii. 
at  2I/2  per  cent  loss,  and  it  is  not  true,  and  he  makes  the  statement 
in  face  of  the  testimony  before  him  that  he  was  incorrect. 

Now,  I  want  to  state  this  here  publicly,  and  I  want  further 
to  state  that  it  has  been  said  that  Kuhn,  Loeb  &  Company  mon- 
opolized the  financial  business  of  the  Equitable  Life.  I 
find  that  the  Equitable  Life — I  have  it  from  its  officers — bought 
during  the  past  five  years  $197,000,000  of  securities.  Is  that 
correct  ? 

MR.  WINTHROP:  Yes. 

THE  WITNESS :  Of  which  Kuhn,  Loeb  &  Company  sold  it 
somewhat  over  $33,000,000,  just  one-sixth.  Is  that  monopolizing? 
I  have  never  asked  any  favor  as  a  director  of  the  Equitable  Life 
Assurance  Society  from  it.  I  have  granted  it  many  favors.  I  am 
not  conscious  of  ever  having  done  as  director  of  the  Equitable 
Life  Assurance  Society  any  wrong  of  commission.  I  may  have 
done  something  of  omission.     It  is  a  case  of  hindsight   and   not 
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of  foresight,  but  my  conscience  frees  me  from  any  wrong.     I 
have  been  as  good  a  director  as  I  knew  how,  and  I  have  done  my 
duty.     Kuhn,  Loeb  &  Company  have  sold  during  the  past  five 
years,  or  been  concerned  in  the  marketing  of  securities  to  the  ^ 
amount  of  $1,360,000,000,  and  of  these  they  have  sold  $33,000,000 
or  $34,000,000  to  the  Equitable  Life,  does  that  look  like  undue 
influence  ?    Does  it  look  like  favoritism  ?    Kuhn,  Loeb  &  Company 
during  the  past  five  years  have  sold  $42,000,000. of  bonds  to  the 
Mutual  Life  Insurance  Company,  and  they  have  sold  $31,000,- 
000  bonds  to  the  New  York  Life  Insurance  Company,  and  they 
have  sold  $33,000,000  bonds  to  the  Equitable  Life  Assurance  So- 
ciety.   Does  that  look  like  favoritism?    Kuhn,  Loeb  &  Company 
have     sold     securities     for     the     past     twelve     years     to     the 
Equitable     Life     Assurance     Society,     since     the     time     I     am 
director,  which  show,  compared  with  the  present  market  rates, 
profits  or  advances  of  $1,600,000.     During  the  past  five  years 
the  best  securities,  like  New  York  Central  bonds  or  Lake  Shore 
bonds,  or  New  York  City  bonds,  or  Chicago  and  Northwestern 
bonds,  have  declined  from  8  to  12  per  cent,  and  the  profit  on  the 
market  advance  on  securities  which  Kuhn,  Loeb  &  Company  have 
sold  to  the  Equitable  during  the  past  five  years  have,  in  face  of 
that,  advanced  from  $500,000  to  $600,000. 
I  thank  you,  if  1  have  taken  up  your  time. 

THE  CHAIRMAN :  The  Committee  will  now  take  a  recess 
until  three  o'clock  sharp. 
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AFTER  RECESS. 

AIR.  HUGHES :     Mr.  Mayne,  will  you  take  the  stand. 

ALFRED  W.  MAYNE,  called  as  a  witness  and  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Where  do  you  reside?    A.  Summit,  New  Jersey. 

Q.  What  is  your  occupation  ?  A.  Associate  Auditor  of  the 
Equitable  Life. 

Q.  How  long  have  you  been  Associate  Auditor  of  the  Equitable 
Life?  A.  Associate  Auditor,  or  Second  Auditor,  about  the  same 
thing,  sir,  since  1892. 

Q.  What  are  your  duties  as  such  Associate  Auditor?  A.  to 
audit  and  examine  the  reports  of  the  managers,  cashiers  and 
agents,  in  the  agencies  throug'hout  the  United  States  and  Canada. 

O.  Have  you  from  time  to  time  had  occasion  to  observe  the 
course  of  Legislation  in  various  States.    A.  Yes,  sir. 

Q.  In  what  way  ?  A.  First  I  got  in  touch  with  the  legisla- 
tion, from  the  auditing  of  bills  that  came  throug'h  the  account  for 
taxation  and  became  thus  somewhat  familiar  with  the  laws. 

Q.  What  bills  do  you  refer  to?  A.  To  the  bills  for  taxes  on 
the  several  State  Governments,  and  of  licenses  of  the  municipali- 
ties. 

Q.  And  did  that  broaden  out  so  that  you  observed  generally  the 
course  of  legislation?    A.  Yes,  sir. 

Q.  And  for  how  long  a  time  has  that  been  so?  A.  Well,  I  have 
been  more  specially  since  the  last  five  years. 
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Q.  In  the  course  of  that  time  did  you  ever  happen  to  meet 
Andrew  Hamilton?    A.  Yes. 

Q.  When  you  did  first  meet  Mr.  Hamilton?  A.  I  should  say 
it  was  about  1900. 

Q.  How  did  you  meet  him  ?  A.  The  president,  Mr.  Alexander, 
called  me  in  his  room  and  presented  Judge  Hamilton,  and  stated 
that  Judge  Hamilton  had  been  looking  over  the  arrangement 
they  had,  after  matters  of  legislation  as  counsel,  appearing  be- 
fore, committees  personally  or  by  others,  and  in  order  to  relieve 
him,  he  desired  that  I  keep  in  touch  with  Judge  Hamilton,  in  the 
sense  that  he  would  report  to  me  with  reference  to  anything 
special  rather  than  to  Mr.  Alexander  himself. 

Q.  How  frequently  did  you  meet  Mr.  Hamilton  after  that 
time  ?  A.  Rather  infrequently,  because  he  was  on  the  road  a  good 
deal  and  there  was  much  to  report  when  he  did  come  in. 

Q.  When  you  say  that  he  was  on  the  road,  do  you  mean 
through  the  country  ?    A.  I  mean  through  the  country. 

Q.  Did  he  from  time  to  time  make  reports  as  to  what  was  done 
with  regard  to  legislation  in  various  states?    A.  Yes. 

Q.  He  made  those  reports  to  you?  A.  Yes,  sir. 
jQ.  What  do  you  recall  his  saying  from  time  to  time  with  re- 
gard to  the  matter?  A.  Simply  that  he  had  appeared  before  cer- 
tain committees  and  presented  the  views  of  insurance  companies 
or  had  other  counsel  appear  for  him  and  he  felt  that  certain 
legislation  that  was  shown  was  not  to  the  interest  of  the  policy 
holders  would  not  pass  or  that  others  would  be  noticed  and  the 
objectionable  features  would  be  modified  and  eliminated. 

Q.  Then  you  took  up  with  him  from  time  to  time  bills  that  had 
been  proposed  in  various  Legislatures?  A.  Sometimes  I  would 
call  his  attention  to  bills  to  be  sure  that  his  attention  had  been 
called  to  them  by  communicating  with  his  office,  not  knowing 
wh'fere  he  was. 

Q.  Did  you  get  a  copy  of  bills  that  were  introduced  in  various 
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State  Legislatures  affecting  insurance  matters?  A.  Sometimes, 
but  the  information  that  we  had  regularly  was  the  Bulletin  pub- 
lished by  the  Insurance  Journal  of  the  proposed  bills  in  the 
various  Legislatures  as  presented. 

O:  Then  you  would  call  Mr.  Hamilton's  attention  to  these 
matters?    A.  At  times,  yes,  sir. 

Q.  And  he  was  retained  by  the  Equitable  Life  Assurance 
Society  to  protect  its  business?    A.  Yes. 

Q.  From  time  to  time  were  payments  made  by  the  Equitable 
Society  to  Mr.  Hamilton?    A.  Yes,  sir. 

Q.  Have  you  a  statement  of  such  payments?  A.  I  think  you 
have  that  statement  yourself,  Mr.  Hughes. 

Q.  (handing  paper.)  Is  this  a  correct  statement?  A.  That  is 
the  statement  furnished  by  the  cashier  to  the  president  of  the 
company,  Mr.  Morton,  on  yesterday. 

Q.  Have  you  made  such  an  examination  of  the  matter  that 
you  are  able  to  state  that  this  is  a  complete  statement?  A.  No, 
sir,  because  I  have  not  examined  that  statement  and  simply 
accepted  it  as  coming  from  the  cashier  who  was  out  when  I  re- 
turned, and  his  lieutenant  says  it  is  a  complete  statement — his 
assistant. 

Q.  Did  these  payments  pass  under  your  observation  when  they 
.were  made?    A.  No,  sir,  except  the  last  two. 


MR.  HUGHES :  I  will  have  this  marked  for  identification. 
(Paper  marked  Exhibit  221  for  identification.) 

Q.  I  find  here,  under  date  of  February  i,  1895,  a  payment  of 
$500.  Have  you  the  voucher  for  that  payment?  A.  I  have,  sir 
(producing  paper.) 
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MR.  HUGHES :     I  offer  that  in  evidence. 
(Paper  marked  Exhibit  222  and  read  by  Mr.  Hughes.) 

Q.  Were  yoti  conversant  with  that  at  the  time?     A.  No,  sir. 

Q.  That  was  before  you  knew  of  Mr.  Hamilton's  relations  to 
these  matters?     A.  Yes,  sir. 

Q.  Was  that  a  check  to  Mr.  Hamilton's  order?     A.  Yes,  sir. 

Q.  Have  you  it  here?     A.  I  have. 

Q.  This  is  a  check  under  date  of  February  i,  1895,  signed  by 
M.  Murray,  cashier,  and  T.  D.  Jordan,  Comptroller,  for  $500 
which  appears  to  have  been  endorsed  back  to  the  Society  by  Mr. 
Hamilton.  Do  you  know  what  that  means  ?  A.  I  asked  that  at  noon 
and  they  told  me  that  probably  they  cashed  it  for  Mr.  Ham- 
ilton. 

Q.  The  next  payment  I  find  here  is  June  7,  1895,  $i,333-33> 
and  you  now  hand  be  the  voucher?     A.  Yes. 

MR.  HUGHES:     I  offer  that  in  evidence. 

(Marked  Exhibit  223  and  read  by  Mr.  Hughes.) 

O.  Have  you  a  check  for  that?     A.  Yes. 

Q.  You  show  a  check  dated  June  7,  1895,  for  this  amount 
which  appears  to  have  been  endorsed  and  deposited  or  paid 
through  the  New  York  State  National  Bank  of  Albany  ?     A.  Yes. 

O.  This  says  the  balance  for  services  and  disbursements.  Ap- 
parently prior  payments  had  been  made.  This  had  no  relation  to 
this  $500  item  of  Missouri,  had  it?  A.  I  don't  know,  sir,  but  I 
imagine  it  did. 

Q.  It  says  in  re  non-forfeiture  tax  and  report.  You  think  it 
is  the  same  matter?     A.  I  should  judge  so. 
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Q.  The  next  payment  I  find  is  January  25,  1896,  of  $i;ooo. 
Have  you  the  voucher  for  that?    A.  Yes  (producing  paper). 

MR.  HUGHES :     I  offer  that  in  evidence. 

(Paper  marked  Exhibit  224  and  read  by  Mr.  Hughes.) 

Q.  Apparently  that  was  also  a  balance  of  services  as  special 
counsel,  implying  earlier  payments?  A.  Apparently  from  the 
vouchers. 

Q.  Have  you  any  record  of  such  earlier  payments?  A.  I  have 
not. 

Q.  Do  you  know  what  services  Mr.  Hamilton  was  rendering 
as  special  counsel  prior  to  this  date  for  which  he  was  paid  ?  A.  I 
do  not. 

Q.  Well,  at  this  time  back  in  1896  did  you  have  anything  to  do 
with  the  matters?    A.  No,  sir. 

Q.  When  was  it  that  this  first  introduction  to  Mr.  Hamilton 
took  place  that  you  have  referred  to?     A.  In  1900,  I  think. 

Q.  Have  you  the  check  for  the  $1,000  item?  A.  I  think  that 
memorandum  says  that  that  was  paid  in  cash,  Mr.  Hughes. 

Q.  Now,  the  next  payment  is  March  16,  1897,  of  $3,000.  Have 
you  a  voucher  for  that?    A.  Yes,  sir. 

MR.  HUGHES :     I  offer  it  in  evidence. 
(Marked  Exhibit  225  and  read  by  Mr.  Hughes.) 

Q.  How  was  that  paid?    A.  By  a  check,  sir. 

Q.  It  was  paid  by  a  check  to  his  order  which  you  now  pro- 
duce which  is  endorsed  in  blank  and  paid  through  to  the  Bank  of 
the  State  of  New  York.  Who  was  in  touch  with  Mr.  Hamilton 
prior  to  the  time  that  you  met  him,  do  you  know?    A.  I  assume 
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that  it  was  the  Vice-President  and  then  the  President,  Mr.  Alex- 
ander, or  the  Comptroller,  I  don't  know  the  fact. 

Q.  Do  you  know  what  services  are  referred  to  at  all?  Have 
you  learned?     A.  I  don't  know;  no,  sir. 

Q.  That  was  in  March,  1891.  Now,  on  June  4,  1897,  there 
was  another  payment  to  Mr.  Hamilton,  was  there  not,  of  $5,000? 
A.  Yes,  sir. 

MR.  HUGHES :  You  produce  a  voucher  for  that  which  I 
offer  in  evidence. 

(Marked  Exhibit  226  and  read  by  Mr.  Hughes.) 

Q.  How  was  that  paid?    A.  By  check,  sir. 

Q.  By  check  of  that  date  which  is  endorsed  in  blank. 

MR.  HUGHES :   I  will  offer  that  check  in  evidence. 

(Marked  Exhibit  227  and  read  by  Mr.  Hughes.) 

Q.  Theodore  M.  Banta  is  the  cashier  of  the  New  York  Life 
Insurance  Company,  is  he  not?    A.  Yes,  sir. 

Q.  Was  at  that  time?     A.  Yes,  sir. 

Q.  Do  you  know  how  it  happened  that  this  check  of  Mr.  Ham- 
ilton's was  passed  to  Mr.  Banta  as  cashier  ?    A.  I  do  not ;  no,  sir. 

Q.  Have  you  any  information  regarding  the  services  at  that 
time?    A.  No,  sir. 

Q.  Now  on  June  9th,  five  days  later,  there  was  another  pay- 
ment to  Mr.  Hamilton,  was  there  not  ?    A.  Yes,  sir. 

Q.  Of  $6,183.19.  You  produce  the  voucher  and  I  offer  it 
in  evidence. 

(Marked  Exhibit  228  and  read  by  Mr.  Hughes.) 
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Q.  I  find  on  the  back  of  this  voucher  the  following  memoran- 
dum: $7,305.34;  one-third  Georgia,  $180.15  ;  one-third  West  Vir- 
ginia, $200;  one-half  Delaware,  $482,  $1,167.15,  balance  $6,138.19. 
Do  you  know  what  that  refers  to?  A.  I  do  not,  no,  sir;  as  a 
matter  of  fact,  no,  sir. 

Q.  What  was  the  check?    A.  $6,183.19. 

Q.  Instead  of  $6,138.19,  as  shown  by  the  memorandum  on  the 
back  to  the  voucher,  the  check  seems  to  be  for  $6,183.19?  A. 
That  is  right,  sir.  The  bill  is  made  out  that  way  and  checked 
as  being  correct  and  the  check  was  drawn  for  the  amount  of 
the  face  of  the  bill. 

MR.  HUGHES :    I  offer  the  check  in  evidence. 

(Marked  Exhibit  229  and  read  by  Mr.  Hughes.) 

Q.  I  notice  on  the  back  of  this  voucher  the  reference  to  one- 
third  Georgia,  one-third  West  Virginia,  one-half  Delaware,  cer- 
tain amounts  aggregating  $1,167  which  are  deducted  from  an 
amount  mentioned,  $7,305.34.  Do  those  references  relate  to 
branch  offices  of  the  Equitable  Life  Assurance  Society?  A.  I 
think  not,  sir.  I  think  they  relate — I  don't  know  as  to  these  bills, 
sir,  up  to  1900.  I  think  they  relate  to  payments  that  the  Equitable 
made  and  have  deducted  a  proportion  in  their  settlement  with 
Mr.  Hamilton. 

Q.  Well,  you  refer  to  the  payments  the  Equitable  have  made? 
A.  Counsel  that  were  employed  independent  of  Judge  Hamilton 
in  those  dates. 

Q.  Which  would  imply,  then,  that  $1,167.15  was  paid  to  coun- 
sel in  those  States  and  the  balance  was  paid  to  Judge  Hamilton? 
A.  Yes. 

Q.  Did  you  from  time  to  time  audit  or  look  over  the  accounts 
of  branch  offices  of  the  Equitable  Life  ?    A.  Yes  sir ;  the  accounts 
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of  the  branch  offices  in  the  United  States  are  audited  in  my 
department. 

Q.  Now,  was  that  so  prior  to  1900?    A.  Yes,  sir. 

Q.  In  looking  those  over,  did  you  find  from  time  to  time 
payments  by  branch  offices  to  Mr.  Hamilton?  A.  There  were 
no  such  payments,  sir. 

Q.  Were  there  payments  to  other  parties  who  were  charged 
with  looking  after  legislation  in  various  States?  A.  No,  sir.  I 
don't  think  there  were  any  prior  to  1900. 

Q.  Now,  on  October  12,  1897,  there  was  a  further  payment 
to  Judge  Hamilton.    Have  you  a  voucher  for  that?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  230  and  read  by  Mr.  Hughes.) 

Q.  And  you  have  the  check  corresponding?    A.  Yes,  sir. 

Q.  Check  under  the  same  date  which  was  honored  through  the 
National  Commercial  Bank  of  Albany,  New  York,  paid  by  the 
National  Bank  of  Commerce.  That  makes'  a  total  for  1897  of 
$14,516.49.  Has  the  Society  any  voucher  or  statement  of  the 
disbursements  made  by  Judge  Hamilton  or  the  disposition  of 
these  moneys  other  than  these  general  vouchers  that  you  have 
produced?    A.  Not  that  I  know  of,  not  that  I  know  of,  sir. 

Q.  Did  the  Society  ever  have  a  report  from  Judge  Hamilton 
of  the  disposition  of  any  part  of  these  moneys  as  expenses?    A. 
I  don't  know. 
'   Q.  None  came  under  your  observation?    A.  No,  sir. 

Q.  Now,  in  1897,  what  matters  were  there  which  required 
particular  attentioli  on  the  part  of  Mr.  Hamilton"?  A.  That  I 
do  not  recall. 

Q.  In  1898,  under  date  of  February  26th,  there  was  another 
payment,  was  there  not?    A.  February  18,  1898? 


1372 


Testimony  of  Alfred  W.  Mayne 

Q.  Yes.     A.  Yes,  sir. 
Q.  Of  $2,866. 

MR,  HUGHES :  I  offer  the  voucher  in  evidence. 

{Marked  Exhibit  231  and  read  by  Mr.  Hughes.) 

Q.  Have  you  the  check  accompanying  that?  You  produce 
check  which  is  paid  througli  the  New  York  State  National  Bank 
of  Albany,  New  York,  for  that  amount.  These  references  to 
retainer  and  services  as  counsel — what  was  Judge  Hamilton's  re- 
tainer, annual  retainer?  A.  I  do  not  know,  sir,  positively;  there 
was  an  item  in_pne  of  the  accounts  that  he  submitted  of  $2,500. 

Q.  That  item  I  have  just  read,  is  the  one  you  mean,  or 
another  one?  A.  No  this  was  before  I  knew  anything  of  the 
accounts.  He  came  up  and  claimed  $3,500,  as  I  remember,  was 
his  arrangement  with  the  president. 

Q.  When  was  that?    A.   1901  or' 1902. 

O.  For  the  year  ?    A.  For  the  year,  as  I  understood. 

Q.  Now,  in  1899,  there  was  a  payment  under  date  of  April  8  of 
$7,666.66,  was  there  not?     A.  Yes,  sir. 

Q.  Is  this  the  voucher  that  you  now  show  me  ?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  232  and  read  by  Mr.  Hughes.) 

Q.  You  produce  check  for  that  an\ount  paid  through  the 
National  Commercial  Bank  of  Albany,  New  York.  I  call  your 
attention  to-  the  $7,000  referred  to  as  a  retainer  and  services  as 
counsel.    Do  you  know  what  period  that  covers?    A.  I  don't,  no, 


sir. 
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Q.  On  June  i6,  1899,  there  was  another  payment,  I  believe. 
You  show  me  voucher  for  $1,675. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  233  and  read  by  Mr.  Hughes.) 

Q.  In  looking  over  accounts  of  branch  offices  in  other  States — 
I  don't  know  as  that  is  the  proper  term  in  your  company  "branch 
offices."    A.  Ag'ency  offices. 

Q.  Well,  agency  offices.  In  looking  over  the  account  did  you 
find  any  entries  of  any  payments  which  were  made  on  Judge 
Hamilton's  order?  A.  I  haven't  looked,  but  I  am  satisfied  there 
was  something,  sir. 

Q.  On  March  8,  1901,  there  was  another  payment  of  $2,500. 
You  produce  the  voucher? 

MR.  HUGHES :  I  produce  "the  voucher  in  evidence. 

(Marked  Exhibit  234  and  read  by  Mr.  Hughes.) 

Q.  Have  you  the  check  for  that?  The  check  you  produce  for 
that  amount  of  that  date  is  paid  through  the  New  York  State 
National  Bank  of  Albany.  Now,  I  suppose  that  during  iqoo  you 
were  connected  with  the  matter,  in  1901  ?    A.  Yes. 

Q.  What  other  payments  were  made  to  Judge  Hamilton  during 
1901  besides  these  that  you  have  any  recollection  of?     A.  None. 

Q.  Do  you  recall  any  particular  one?    A.  That  one,  $2,500? 

Q.  Yes.     A.  Yes,  sir.  • 

Q.  Are  you  positive  there  were  none  others?  A.  As  far  as 
I  know,  yes,  sir,  and  further  the  cashier's  statement  that  he  has 
gone  over  carefully  and  made  a  full  report  of  all  that  has  been 
made. 
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Q.  Did  you  know  of  any  moneys  that  were  received  by  Judge 
Hamilton  which  were  paid  him  in  checks  of  the  Equitable  Life 
Assurance  Society?    A.  No,  sir. 

Q.  Do  you  know  of  any  money .  A.  Except  this  state- 
ment just  rendered  here,  and  I  learn  from  that  that  two  of  those 
were  paid  to  him  in  cash. 

Q.  Do  you  know  of  any  moneys  which  were  paid  him  which 
were  drawn  from  what  was  known  as  the  J.  W.  Alexander  No. 
3  account  with  the  Mercantile  Trust  Company?  A.  No,  I  know 
nothing  of  it. 

Q.  Or  the  George  H.  Squire  Trustee  account?    A.  No,  sir. 

Q.  Or  the  Marcellus  Hartley  account?     A.  No.  sir. 

Q.  Or  of  Messrs.  Alexander  and  Jordan?     A.  No,  sir. 

Q.  As  trustee  or  otherwise?    A.  No,  sir. 

Q.  On  April  28,  1903,  there  was  a  payment  of  13,000.  Have 
you  a  voucher   for  that?     A.  Yes,   sir. 

MR.  HUGHES':     This  voucher  I  offer  in  evidence. 

(Marked  Exhibit  235  and  read  by  Mr.  Hughes.) 

Q.  Have  you  the  check  for  that?  A.  No,  sir;  that  is  marked 
as  having  been  paid  in  cash. 

Q.  That  was  paid  in  cash?  A.  So  the  cashier's  department 
states. 

Q.  Now,  what  was  that  paid  for?  In  connection  with  what? 
A.  That  was  in  connection  with,  I  think,  some  litigation,  and  in 
connection  with  his  services  for  two  years  as  to  legislation. 

Q.  You  mean  for  what  two  years?  A.  Nineteen  and— what 
is  the  date  of  that,  sir  ? 

Q.  That  is  April  28,  1903.     A.  1902  and  1903. 

Q.  Well,  it  is  a  payment  down  to  April  28,  1903,  I  suppose, 
the  date  of  the  payment?    A.  Yes,  sir. 
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Q.  Now,  did  you  have  any  talk  with  Judge  Hamilton  about 
what  his  services  were  in  connection  with  legislation  at  this  tiine 
or  previously?  A.  He  had  probably  reported  as  to  certain  of 
the  bills  that  were  in  the  various  legislatures  as  to  who  should 
appear  and  what  he  thought  the  conditions  were. 

Q.  What  bills,  affecting  insurance  matters,  were  pend- 
ing in  New  York  State  in  1903  in  March  or  April?  A.  I  do 
not  know,  sir.  I  never  had  anything  to  do  with  New  York 
State. 

Q.  Well,  do  you  know  what  matters  were  pending  in  other 
States  to  which  he  was  giving  attention  at  that  time?  A.  Only 
generally.     I  don't  recall  now. 

Q.  Well,  you  had  had  talks  with  him  from  time  to  time  keeping 
in  touch  with  him?  A.  Well,  there  were  a  number  of  bills  pre- 
sented, that  is  to  say,  as  the  Attorney-General  of  Massachusetts 
stated  at  the  Insurance  Commissioners'  Convention  a  day  or 
two  ago,  for  excessive  taJcation  on  scientific  legislation,  and  oner- 
ous conditions. 

Q.  Was  that  so  in  the  Spring  of  1903?  A.  That  is  so  every 
year. 

Q.  Perennially?     A.  Yes,  sir. 

Q.  Well,  it  was  so  to  a  notable  extent  at  that  time,  was  it  not, 
judging  from  the  amount  that  was  paid,  $12,000?  A.  As  I  say,  I 
think  that  bill  covers  also  a  matter  of  litigation  that  Judge  Ham^ 
ilton  had  charge  of. 

Q.  Have  you  any  item  that  shows  that  or  any  itemized  state- 
ment?   A.  No,  sir. 

Q.  The  voucher  you  have  produced  is  the  only  one  you  know 
of?    A.  Yes,  sir. 

Q.  Do  you  know  what  litigation  he  was  attending  to  for  the 
Equitable  at  that  time?    A.  I  did  not. 

Q.  Did  you  ever  talk  to  him  about  any  litigation  in  which 
he  appeared  as  counsel?    A.  No,  sir,  I  did  not.     I  was  told 
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he  was  employed  as  counsel,  at  that  time,  or  about  that  time, 
I  think  it  was  about  that  time  that  that  bill  came  in. 

Q-  Of  course  the  Equitable  Life  Assurance  Society  had  its 
counsel  in  other  States,  in  every  State,  I  suppose?  A.  They 
have  their  general  counsel  in  New  York;  I  don't  know  as  they 
have  counsel  otherwise  than  as  representatives  of  their  New 
York  counsel. 

Q.  Well,  in  the  matter  of  retaining  counsel  to  represent  them 
in  other  States  are  the  general  counsel  in  New  York  the  persons 
who  arrange  that  for  the  company  ?     A.  I  think  so. 

Q.  Usually?     A.  I    haven't   charge   of   that. 

Q.  Well,  Mr.  Hamilton  was  not  the  general  counsel  of  the 
Company  in  New  York?     A.  No,  sir. 

Q.  Now,  have  any  payments  been  made  that  have  come  under 
your  observation  since  April  28,  1903,  to  Mr.  Hamilton?  A.  No, 
sir. 

Q.  This  payment  of  $13,333  apparently  includes  $1,333  foi" 
expenses.  •  Did  you  have  any  voucher  for  those,  any  itemized 
statement  for  those?    A.  No,  sir. 

Q.  This  was  not  one-third  of  a  total  amount  of  $40,000  put 
in  his  hands?  A.  This  was  the  bill  that  he  presented.  We  did 
not  put  any  money,  to  my  knowledge,  in  his  hands  •at  any  time. 

Q.  Do  you  know  of  anyone  else  giving  equivalent  amounts 
about  the  same  time  ?    A.  No,  sir. 

Q.  Or  any  amounts  ?    A.  I  do  not  know. 

Q.  Well,  have  you  information  of  that  ?    A.  What  ? 

Q.  Have  you  information?  A.  I  expected  you  would  get  at 
that  and  I  waited  in  answering  your  questions.  Judge  Hamilton 
represented  not  only  the  Equitable  but  other  companies. 

Q.  Did  he  represent  any  other  companies  beside  the  New 
York  Life?  A.  The  New  York,  the  Mutual  and  the  Equitable 
companies. 

Q.  And  for  how  long  has  that  been?    A.  I  do  not  know,  sir. 
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Q.  That  was  so  at  this  time?    A.  Yes,  sir. 

Q.  Do  you  know  what  or  did  you  learn  what  his  arrangements 
were  with  other  companies  ?    A.  No,  sir. 

Q.  Financial  arrangements?  A.  No,  sir.  Let  me  add  there, 
Mr.  Hughes,  that  I  undgrstand  as  far  as  the  Mutual  is  concerned 
it  is  similar  to  the  Equitable.  . 

Q.  They  paid  him  similar  amounts  to  what  the  Equitable  paid 
him?    A.  I  understand  so. 

Q.  Did  Judge  Hamilton  have  an  office  in  the  Equitable?  A. 
Not  that  I  know  of. 

Q.  Well,  did  he  occupy  any  room  and  have  a  desk  there?  A. 
Never  to  my  knowledge. 

Q.  Has  the  Equitable  paid  any  other  person  for  services  sim- 
ilar to  these?    A.  Yes,  sir. 

Q.  Whom?    A.  The  representative  of  the  Mutual  Life. 

Q.  Well,  you  mean  the  Equitable  has  paid  moneys  to  the  repre- 
sentative of  the  Mutual  Life?  A.  Similar  to  the  payment  to 
Judge  Hamilton. 

Q.  Who  is  that  representative?  A.  Mr.  Short  has  charge  of 
it. 

Q.  Mr.  E.  L.  Short,  the  former  solicitor?    A.  Yes,  sir. 

Q.  What  amount  of  money  has  been  paid  to  Mr.  Short  by  the 
Equitable?    A.  I  could  not  tell  you  now. 

Q.  How  does  that  go  through  your  hands,  those  payments, 
checks  to  Mr.  Short's  order?    A.  Yes,  sir. 

Q.  I  should  like  to  have  you  look  up  those  checks  to  Mr. 
Short.  During  what  period  has  that  been  the  case?  A.  I  do 
not  know.  The  same  position  as  regards  Judge  Hamilton;  I 
got  into  it  about  1900. 

Q.  Well,  has  that  been  a  matter  that  had  run  along  for  some- 
time during  five  years — has  run  along  regularly  during  the  last 
five  years  until  Mr.  Short's  death,  I  mean  ?    A.  Yes,  sir. 

Q.  Well,  have  you  paid  anybody  else  at  the  Mutual  Life  beside 
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Mr.  Short?    A.  Well,  we  paid  Mr.  Short  for  his  assistant  at  Mr. 
Short's  office. 

Q.  Who  was  that?    A.  Mr.  Thummel. 

Q.  What  is  his  first  name?  A.  W.  T.,  I  think  it  is;  I  think 
it  is  Warren  T. 

Q.  Thummel.  Well,  what  amount  has  been  paid  to  Mr.  Thum- 
mel ?    A.  That  I  can't  say  offhand. 

Q.  Well,  can  you  mention  any  of  them?  A.  I  don't  think  I 
can,  Mr.  Hughes. 

Q.  How  has  that  come  under  your  observation?  A.  Similar 
to  these  of  Judge  Hamilton. 

Q.  Well,  who  instructed  you  to  make  the  payments  to  Mr. 
Short  and  to  Mr.  Thummel?  A.  The  payments  were  made  on 
the  authorization  of  the  president  or  the  comptroller.  I  would 
report  to  them  as  to  the  matters  of  legislation  as  to  the  States 
that  these  people  were  looking  after,  for  if  matters  were  appar- 
ently satisfactory,  in  the  sense  that  nothing  inimicable  to  the  pol- 
icyholders' interest  had  passed  without  some  reason  for  the  laws 
being  modified. 

Q.  Well,  have  such  payments  been  made  in  the  last  year  to  Mr. 
Short,  or  to  Mr.  Thummel  ?  A.  I  don't  recall  whether  there  has 
been  one  within  a  year. 

Q.  Well,  since  the  ist  of  January,  1904?    A.  I  think  so. 

Q.  When  they  are  made  to  Mr.  Short  or  Mr.  Thummel  in 
what  way  are  they  made,  by  check  to  their  order?  A.  By  check 
to  their  order. 

Q.  Have  checks  been  drawn  to  Mr.  Thummel's  order?  A. 
Yes,  sir,  I  should  say  so.  I  should  have  said  the  same  thing  as 
to  Judge  Hamilton  in  every  one  of  those  cases,  but  I  find  upon 
looking  up  that  the  cashier  reports  they  were  not. 

Q.  That  in  some  cases  cash  was  obtained?  A.  Possibly,  I  do 
not  know. 
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Q.  Now,  Mr.  Short,  of  course,  was  the  general  solicitor  of  the 
Mutual  Life  Insurance  Company?    A.  Yes,  sir. 

Q.  As  we  know.  What  services  did  Mr.  Short  render  to  the 
Equitable  Life?  A.  Through  his  department  and  his  assistants 
similar  to  that  of  Judge  Hamilton. 

Q.  Well,  what  occasion  was  there  for  using  the  solicitor's  de- 
partment of  the  Mutual  Life  if  you  had  Judge  Hamilton  under 
retainer?  A.  It  is  a  pretty  large  country  and  the  Judge  did  not 
cover  all  the  States. 

Q.  What  did  Judge  Hamilton  cover  in  the  way  of  territory? 
A.  The  western  part  of  the  country  generally. 

Q.  West  of  the  Mississippi?  A.  No,  west  starting  with  the 
Ohio. 

Q.  And  who  covered  the  Central  States  ?    A.  The  Mutual  Life. 

Q.  Well,  then,  did  the  Mutual  Life  pay  you  money  for  cover- 
ing the  Western  part  of  the  country  west  of  the  Ohio?  A.  No, 
sir. 

Q.  They  looked  after  that  themselves?  A.  They  had  a  similar 
arrangement  with  the  New  York  Life,  I  take  it. 

Q.  I  see.  Well,  then,  the  payments  that  were  made  to  Mr. 
Thummel  were  made  as  an  assistant  to  Mr.  Short,  is  that  right, 
not  independently?    A.  Yes,  sir. 

Q.  Was  Mr.  Thummel  in  the  solicitor's  office  or  did  he  have 
some  other  office  there?  A.  I  think  he  was  associated  with  Mr. 
Short. 

Q.  What  legislation  did  you  bring  to  the  attention  of  Mr.  Alex- 
ander or  Mr.  Jordan  as  requiring  the  services  of  either  Mr. 
Hamilton  or  Mr.  Short  within  the  last  two  or  three  years  so  far 
as  you  can  recollect  generally  ?  A.  Mr.  Alexander  or  Mr.  Jordan 
employed  these  gentlemen  and  I  did  not  call  their  attention  to  any 
special  legislation,  that  is,  to  Mr.  Jordan,  I  don't  think. 

O.  I  understood  you  to  say  a  moment  ago  you  would  call  their 
attention  to  some  matter  which  required  attention?     A.  These 
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employments  of  these  parties  were  prior  to  my  having  anything 
to  do  with  it^  they  were  employed  and  I  was  keeping  in  touch  with 
the  work. 

Q.  \\'ell,  in  keeping'  in  touch  with  the  work,  just  what  did  you 
do?  1  would  communicate  with  them  in  relation  to  the  bills.  I 
would  sometimes — we  might  have  a  representative  in  the  territory 
who  might  be  of  assistance,  the  agent  or  other  party. 

Q.  ^^'ere  these  amounts  that  were  paid  to  Mr.  Short  paid  for 
Mr.  Short's  services  as  counsel  rendered  to  the  Equitable  or  paid 
for  j\Ir.  Short's  disbursements?.  A.  That  I  do  not  know  now, 
sir,  because  I  did  not  pass  the  bills. 

Q.  Do  you  know  the  same  thing  in  regard  to  Mr.  Thummel? 
A.  That  I  don't  know  now. 

Q.  Had  any  payments  been  made  from  agency  offices  to  either 
Mr.  Short  or  Mr.  Thummel  ?    A.  No,  sir. 

Q.  Have  any  payments  been  made  to  anyone  connected  with 
the  New  York  Life  except  Mr.  Hamilton?    A.  No,  sir. 

Q.  Can  you,  by  refreshing  your  memory,  give  me  any  idea  of 
the  paj'ments  made  to  Mr.  Thummel  in  the  last  couple  of  years? 
A.  Not  offhand  here. 

Q.  What  is  that?    A.  Not  here.    I  can  look  it  up  for  you. 

Q.  You  can  look  it  up  and  find  it.  Do  you  know  whether  any 
payments  were  made  to  Mr.  Thummel  from  the  J.  W.  Alexander 
No.  3  account?    A.  No,  sir. 

Q.  Do  you  mean  there  were  none,  or  thaat  you  don't  know  any- 
thing about  it?  A.  I  don't  know  anything  about  those  accounts 
and  never  did,  until  I  read  of  it. 

Q.  You  don't  know  what  purpose  those  accounts  were  used 
for  ?  A.  I  did  not  know  there  was  such  accounts  until  I  read  of 
them. 

Q.  What  sort  of  vouchers  did  you  get  from  Mr.  Short  or  Mr. 
Thummel  ?    A.  Vouchers  for  services. 
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Q.  General  vouchers,  such  as  these?  A.  General  vouchers  such 
as  these. 

Q.  No  itemized  account  of  what  had  been  done  with  the 
money?    A.  No. 

Q.  You  never  had  an  itemized  account  from  anybody  in  con- 
nection with  matters  of  this  class?     A.  No,  sir. 

Q.  Did  anybody  else  act  as  agent  or  representative  for  any 
other  territory — that  is,  you  have  mentioned  Judge  Hamilton  and 
have  mentioned  Mr.  Short  and  his  assistant  Mr.  Thummel.  Was 
there  anybody  else  who  represented  them?  A.  There  were  other 
States  which  we  looked  after. 

Q.  How  did  you  look  after  those?  A.  By  the  employment  of 
counsel. 

Q.  Do  you  mean  counsel  local  in  the  particular  State?    A.  Yes. 

Q.  What  States  were  those  that  you  looked  after  directly?  A. 
The  State  of  Massachusetts. 

Q.  Any  other  ?  A.  Georgia  and  California  in  the .  last  two 
years.     Prior  to  that  I  forget  which  company  had  it. 

y.  And  who  were  your  counsel  in  Massachusetts?  A.  W.  J. 
Holden  represented  us  in  Massachusetts. 

y.  And  where  is  he?    A.  I  don't  know  where  he  is  now. 

Q.  Where  is  his  office?  A.  He  was  in  Massachusetts,  in  Bos- 
ton. 

Q.  Practised  law  in  Boston?  A.  I  don't  know  that  he  was  in 
Boston,  no,  sir.  He  was  the  Legislative  representative.  That  is, 
under  the  Law  of  Massachusetts  the  companies  are  required  to 
have — to  file  a  certificate  of  who  represents  them  in  legislative 
matters,  and  Mr.  Hamilton  had  represented  the  Equitable  for  a 
long  time  back,  how  long  I  don't  know. 

Q.  Did  he  represent  any  other  insurance  company  that  you 
know  of?    A.  Yes,  sir. 

Q.  Whom  did  he  represent?  A.  He  represented  for  a  time  the 
Mutual  and  for  a  time  also  the  New  York  Life. 
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Q.  Well,  do  you  mean  that  he  does  not  any  longer  represent 
them?    A.  Yes,  sir. 

Q.  Does  he  still  represent  you  ?    A.  No,  sir. 
Q.  Who  represents  you  now  there  ?    A.  We  have  no  represen- 
tative now. 

Q.  How  long  is  it  since  he  ceased  to  represent  you  ?  A.  I  think 
this  is  the  second  year. 

Q.  In  California  who  represents  you?     A.  Judge  Pilsbury. 

Q.  Where  does  he  practice,  San  Francisco  ?  A.  I.  don't  know, 
sir,  whether  he  represents  other  companies,  but  in  representing 
in  that  way  one  company  it  is  agreed  that  the  three  companies 
shall  share  the  expense. 

Q.  So,  if  any  one  of  these  three  companies  employ  legislative 
representatives  in  any  State,  why,  they,  as  a  matter  of  course, 
divide  the  expense  with  the  other  two?    A.  Yes. 

Q.  How  long  has  that  arrangement  been  in  vogue  or  in  opera- 
tion?   A.  That  I  don't  know. 

Q.  Some  years?    A.  Yes,  some  years. 

Q.  Who  represents  you  in  Georgia  ?    A.  Albert  Howell. 

Q.  Where  is  his  office  ?    A.  Atlanta. 

Q.  And  under  the'  same  sort  of  an  arrangement  representing 
the  three  with  the  expense  of  it  divided?    A.  Yes. 

Q.  You  have  vouchers  showing  the  amounts  of  money  that 
have  been  paid  to  these  local  representatives  ?    A.  Yes. 

Q.  Are  those  paid  from  the  home  office  or  from  the  agency 
offices  in  the  States  ?    A.  From  the  home  office. 

Q.  And  they  pass  under  your  supervision  ?    A.  Yes,  sir. 

Q.  Do  you,  may  I  say,  audit  these  amounts  that  are  paid  to 
these  various  legislative  representatives,  or  have  you  during  the 
last  five  years?  A.  Yes,  sir,  after  the  amount  has  been  author- 
ized by  the  president  or  comptroller. 

Q.  Who  is  it  that  determines  whether  the  work  is  worth  the 
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money — whether  the  money  ought  to  be  paid?  A.  I  report  as 
to  that  to  the  president  or  comptroller. 

Q.  Then  you  have  to  be  acquainted  with  the  work  that  has 
been  done?    A.  Yes,  sir. 

Q.  How  do  you  compute  that?  A.  The  report  of  the  men 
and  the  knowledge  of  what  is  required. 

Q.  What  sort  of  a  report  do  you  have — is  it  a  written  report? 
A.  We  have  some  letters,  I  think,  that  give — but  not  a  formal 
regular  written  report,  no,  sir. 

Q.  And  do  I  understand  you  talk  it  over  with  these  gentlemen 
and  then  state  to  the  officers  of  the  company  about  what  ought 
to  be  paid  and  then  they  authorize  the  payment?  A.  In  two  of 
the  cases  the  amount  is  a  salary  agreed  upon,  and  in  the  other 
it  is  the  amount  of  the  bill  that  is  presented. 

Q.  In  what  two  cases  is  there  a  salary?  A.  Massachusetts 
and  Georgia. 

Q.  What  is  the  salary  in  Massachusetts?    A.  $3,000. 

Q.  And  in  Georgia?    A.  $1,500. 

Q.  What  disbursements  are  there  in  addition  to  the  salary? 
A.  None. 

O.  The  other  case  where  the  amount  is  agreed  upon  is  where? 
A.  There  is  no  other  case  where  the  amount  is  agreed  upon  that 
I  recollect.  The  bill  is  presented  at  the  expiration  gf  the  term 
and  for  services  rendered. 

Q.  In  what  case  is  that?    A.  That  is  in  California. 

Q.  According  to  the  service  that  has  been  i;endered?    A.  Yes. 

Q.  In  the  cases  where  Mr.  Short  and  Mr.  Thummel  were  in- 
terested did  you  similarly  become  conversant  with  what  had  been 
done,  so  as  to  advise  as  to  the  payments  that  ought  to  be  made? 
A.  Somewhat,  yes,  sir.  They  made  their  statements  usually  to 
the  president -or  comptroller  also. 

Q.  Directly?    A.  Yes. 
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Q.  In  your  presence?  A.  I  think  they  have,  not  with  Mr. 
Short,  I  think  Mr.  Thummel  has  on  one  occasion. 

Q.  So  that  the  amount  that  was  to  be  paid  was  talked  over  in 
your  hearing?     A.  Yes. 

Q.  Cannot  you  tell  me  what  amount  has  been  paid  to  Mr. 
Short  or  Mr.  Thummel  in  the  last  two  years  approximately  ?  A.  I 
don't  know  that  I  can,  Mr.  Hughes,  state  the  amount. 

Q.  I  do  not  mean  to  have  it  exactly.  We  can  get  it  later  with 
exactitude,  but  for  our  present  purpose  I  would  like  it  approxi- 
mately? A.  I  think  it  varied  according  to  the  years  as  to  the 
amount  paid. 

Q.  Within  what  limit?    A.  Within  the  five  years. 

Q.  I  say  within  what  limit  of  amount?  A.  I  should  say  about 
from  $i,ooo  up  to  $6,000.  From  maybe 'a  thousand  dollars  one 
year  up  to  even  more  than  that  seven  or  eight  thousand  dollars 
another  year. 

Q.  You  can  get  all  those — what  year  was  it  seven  or  eight 
thousand  dollars  ?    A.  I  don't  recollect  that. 

Q.  You  mean  seven  thousand  or  eight  thousand  dollars  in  one 
year  paid  to  Mr.  Short?    A.  To  Mr.  Thummel. 

Q.  Were  not  the  most  of  the  payments  made  to  Mr.  Thummel? 
A.  Yes. 

Q.  Is  it  not  a  fact  that — were  any  payments  made  to  Mr.  Short 
himself  ?  A.  There  are  some  payments  to  Mr.  Short.  What  they 
are  for  I  don't  know. 

Q.  But  the  payments  that  you  refer  to  for  this  clfiss  of  work 
were  made  to  Mr.  Thummel?    A.  Yes,  sir. 

Q.  Is  Mr.  Thummel  a  lawyer  ?    A.  Yes,  sir. 

Q.  And  what  year  was  it  in  which  seven  thousand  or  eight 
thousand  dollars  were  paid  to  Mr.  Thummel?  A.  Two  or  three 
years  back,  I  should  say. 

Q.  Was  it  in  1903  when  this  $13,000  was  paid  to  Mr.  Hamil- 
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ton?  A.  That  I  don't — it  is  a  matter  of  conjecture  now — I 
cannot  positively  say,  sir. 

Q.  Where  were  these  amounts  booked  in  the  Equitable's 
books,  under  what  heading  or  in  what  account?  A.  In  legal  ex- 
penses, I  take  it. 

Q.  Does  that  account  indicate  who  received  the  money? 
A.  Yes,  sir. 

Q.  And  will  show  all  these  payments?  A.  Yes,  sir.  I  think 
so. 

Q.  Who  has  the  custody  of  that  book?  A.  The  cashier  keeps 
the  original  entries,  the  auditor  has  the  general  charge  of  the 
general  books. 

Q.  I   would  be  glad,  as  you  are  more  familiar  with  these 

matters  possibly  than  the  cashier  would  be .     I  am  right  in 

that,  am  I  not?     A.  Yes. 

Q.  He  merely  did  the  clerical  work  of  paying  out  the  moneys 
as  the  check  was  cashed  or  signing  the  checks  in  some  cases.  I 
would  be  glad  to  have  you  bring  down  the  books  which  will  show 
the  items  you  have  testified  to  and  the  other  items  which  you  are 
unable  to  testify  to  at  the  moment,  that  is  the  legal  expense 
account  covering  say  the  last  ten  years.  A.  Will  a  statement 
answer  your  purpose,  Mr.  Hughes?  Because  that  book  is  the 
cash  book  of  the  company — a  number  of  cash  books  running 
for  years,  or  the  journal  or  ledger. 

Q.  Well,  of  course,  we  can  have  the  original  for  our  exami- 
nation at  any  time,  as  I  understand  it?    A.  Yes. 

Q.  We  want  to  examine  the  original,  but  it  will  be  convenient 
to  have  an  extract  of  it,  because  you  can  have  an  extract  made 
from  several  cash  books?    A.  Yes. 

Q.  Are  they  not  all  posted  in  the  ledger?    A.  Yes. 

Q.  Under  the  heading  legal  expense?    A.  Yes. 

Q.  Showing  the  person  to  whom  it  was  paid?    A.  No. 
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Q.  That  would  only  appear  in  the  cash  book?  A.  I  don't  know 
whether  it  would  appear  from  the  cash  book  or  the  vouchers? 

Q.  So  to  make  up  such  a  statement  you  would  have  to  make 
up  a  statement  from  the  cash  book  and  vouchers  ?  A.  From  the 
ledger,  first. 

O.  And  then  go  back  to  the  original  entries  ?    A.  Yes. 
Q.  And  then  to  the  vouchers  supporting  the  original  entries? 
A.  Possibly. 

O.  I  would  like  to  have  you  get  the  cash  books  and  vouchers 
together,  together  with  a  statement  so  we  can  have  an  opportunity 
of  verifying  it  from  the  original  entry,  so  we  can  see  to  whom  it 
was  paid?     A.  Yes. 

Q.  Do  you  know  how  this  matter  of  distribution  of  territory 
between  the  three  companies,  the  New  York  Life,  the  Equitable 
and  the  Mutual  is  attended  to?     A.  Yes. 

O.  Who  does  that  ?  A.  Mr.  Hamilton,  Mr.  Thummel  and  my- 
self. We  make  that  up  and  then  I  report  it  to  the  president  or 
comptroller. 

Q.  How  do  make  that  up,  in  the  form  of  a  schedule  of  the 
State?  A.  Generally  each  year,  going  over  the  various  States 
that  each  were  to  look  after. 

Q.  Do  you  make  up  a  written  statement?  A.  We  go  over  it 
together  and  make  a  memorandum  and  agree  as  to  which  States 
we  will  take  care  of,  and,  generally  appear  for  the  same  State 
•Tor  this  period. 

Q.  How  recently  I^ave  you  met  Mr.  Hamilton  and  Mr.  Thum- 
mel for  that  purpose?     A.  I  think  it  is  two  years. 

Q.  Are  you  working  under  the  arrang'ement  that  you  made  two 
years  ago?    A.  Yes,  sir. 

Q.  So  we  may  have  it  entirely  clear,  I  would  be  glad  to  have 
you  explain  just  what  division  you  and  Mr.  Hamilton  and  Mr. 
Thummel  agreed  upon  at  that  time?  A.  Generally  as  I  say  Mr. 
Hamilton  had  the  Middle  West,  and  some  of  the  States  in  the 
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extreme  West.  Mr.  Thummel  more  New  England  States  and 
the  Middle  States  other  than  New  York  State,  which  we  had 
nothing  to  do  with,  and  each  of  them'  some  of  the  Southern 
States,  and  we  had  some  of  the  Southern  States.  Massachusetts 
— when  I  say  New  England,  I  should  say  New  England  other 
than  Massachusetts.     And  we  took  some  of  the  other  States. 

Q.  You  say  "we" .    A.  I  mean  the  Equitable. 

Q.  The  Equitable,  yes,  but  who  representing  them?  A.  We 
had  nobody  in  the  capacity  of  Mr.  Thummel  traveling  for  us. 

Q.  So  that  this  distribution  of  territory  was  for  what  purpose  ? 
A.  That  the  respresentatives  of  the  different  companies  would 
not  undertake  to  do  the  same  work,  and  that  we  could  minimize 
the  expense  of  one  attending  to  the  same  thing. 

Q.  But  how  was  the  territory  that  Mr.  Hamilton  did  not  take, 
and  Mr.  Thummel  did  not  take,  but  that  the  Equitable  did  take, 
looked  after?  A.  By  the  employment  of  counsel  direct,  and  cor- 
respondence, as  I  have  indicated. 

Q.  What  was  done  in  the  State  of  New  York?  A.  I  don't 
know,  sir.  I  never  had  anything  to  do  with  the  State  of  New 
York. 

Q.  You  never  talked  with  Mr.  Hamilton  at  all  about  such 
matters?    A.  Never,  sir. 

Q.  In  relation  to  the  State  of  New  York?     A.  Never,  sir. 

Q.  Or  with  Mr.  Thummel?    A.  No. 

Q.  And  you  have  no  idea  of  how  such  matters  were  looked 
after  here?     A.  No. 

O.  Never  heard  anything  of  that  sort?     A.  No,  sir. 

Q.  Did  the  campaign  contributions  made  by  the  Equitable 
come  under  your  observation?     A.  No,  sir, 

Q.  This  written  schedule  of  division  that  you  have  referred 
to,  have  you  got  that?     A.  No,  sir. 

Q.  What  was  done  with  it?     A.  I  had  a  memorandum  of  it 
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when  we  first  started,  but  I  don't  know  whether  I  have  now,  be- 
cause it  is  so  well  known. 

Q.  Now,  you  have  been  in  pretty  close  touch  with  the  matter. 
What  was  so  important  that  required  the  payment  to  Judge  Han> 
ilton  of  $12,000  in  1902  and  1903,  what  matters  were  up?  A.  I 
don't  recollect  now  just  what  the  matters  were,  but  the  bills 
usually  are  such  as  excessive  taxation,  imposing  a  heavy  tax  on 
the  companies. 

Q.  Where  were  such  matters  up  in  1902  and  1903  particularly? 
A.  Well . 

Q.  In  what  part  of  Hamilton's  territory?  A.  Well,  I  should 
say  in  at  least  half  of  the  States. 

Q.  Did  not  you  get  from  Judge  Hamilton  some  definite  no- 
tion of  that?     A.  Excuse  me,  I  do  not  catch  the  question. 

Q.  Some  definite  idea  of  just  what  he  was  doing  and  what  these 
amounts  were  for  and  why  such  large  amounts  should  be  needed. 
A.  That  covered  for  two  years,  Mr.  Hughes,  first,  the  session 
of  two  years. 

Q.  That  is  the  session  of  1902  and  1903  ?  A.  Yes,  and  I  think 
as  I  told  you,  that  that  covers  also  for  certain  litigation  that  he 
had. 

Q.  But  that  you  are  not  sure  of  ?  A.  But  that  I  am  not  sure  of. 

Q.  And,  of  course,  any  litigation  in  these  States  other  than 
New  York  would  have  to  be  attended  to  by  local  counsel.  Judge 
Hamilton  could  not  conduct  those  litigations?  A.  I  think  in 
some  cases  Judge  Hamilton  was  counsel  and  employed  counsel 
also. 

Q.  Well,  you  had  local  counsel.  I  don't  understand  that 
Judge  Hamilton  is  an  attorney  of  any  other  State  than  New 
York,  do  you?    A.  I  don't  know.     No,  sir;  I  do  not. 

Q.  So  that  litigations  in  other  States  were  of  course  conducted 
by  local  counsel  although  Judge  Hamilton  may  have  had  some 
supervision  over  it?     A.  Yes. 
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Q.  And  advised  in  regard  to  it?  A.  Yes.  I  understood  that 
was — he  had  employed  counsel  in  the  case  and  had  paid  that 
counsel  and  included  it  in  his  bill. 

„Q.  Was  not  that  then  referred  to  you?  A.  Because  that  does 
not  come  under  my  charge,  neither  does  the  fact  of  these  bills, 
the  only  thing  that  I  come  in  connection  with  is  not  the  amount  of 
the  bill,  which  is  an  ag'reement  usually  with  the  president  or  comp- 
troller, but  as  to  whether  there  was  any  objection  to  their  paying 
the  bills  at  that  time,  because  the  work  might  not  be  satisfactory — 
that  I  knew  of — the  matter  of  reduction  I  knew  nothing  of. 

Q.  Does  the  Mutual  Life  make  payment  to  Mr.  Hamilton? 
A.  I  understand  so. 

Q.  Do  you  know  in  what  amount?     A.  I  do  not. 

Q.  Did  you  ever  find  out  whether  they  were  paying  a  bill  sim^ 
ilar  to  yours  at  the  time  you  were  paying  a  bill?  A.  I  don't 
know  as  to  the  time.     I  think  that  they  do  pay  similar  bills. 

Q.  So  it  would  be  fair  to  assume  that  Judge  Hamilton  in  these 
two  sessions  got  from  the  Equitable  Life  and  Mutual  Life  a 
total  of  $24,000?  A.  Assuming  that  that  all  represents  that 
kind  of  work. 

Q.  And  independent,  of  course,  of  what  he  got  from  the  New 
York  Life?    A.  Yes. 

O.  The  New  York  Life  did  not  contribute  at  all  to  you  as 
against  these  interests?    A.  No. 

Q.  Nor  did  the  Mutual.  You  made  your  payments  to  the 
designated  persons  except  in  the  cases  where  you  paid  the 
Mutual — that  is  paid  Mr.  Thummel?     A.  Yes,  sir. 

Q.  Now,  did  you  ever  hear  of  Judge  Hamilton  using  any  part 
of  his  money  to  any  one  besides  counsel  ?     A.  No,  sir. 

Q.  Did  you  ever  talk  with  him  in  regard  to  ^hat?     A.  No. 

Q.  Ever  hear  of  any  of  this  money  being  used  to  influence 
legislation  anywhere?     A.  No. 
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Q.  You  thought  it  was  all  paid  for  appearances  before  com- 
mittees?    A.  I  think  so. 

Q.  Did  you  have  any  idea  how  many  times  Judge  Hamilton 
appeared  before  any  committee  in  any  State  in  1903  during  the 
sessions  of  1903?  A.  I  don't  know,  sir.  I  know  he  employed 
counsel  in  these  various  States. 

Q.  And  the  same  would  be  true  of  1902  ?  A.  The  same  would 
be  true  of  each  of  the  years. 

Q.  Did  Mr.  Thummel  appear  before  committees  himself?  A. 
Yes,  sir;  I  understand  so. 

Q.  And  in  the  territory  reserved  by  Mr.  Thummel?    A.  Yes. 

Q.  Did  he  employ  counsel?     A.  I  understand  so;  yes,  sir. 

Q.  Did  you  and  Mr.  Hamilton  and  Mr.  Thummel  ever  talk 
over  the  necessity  of  providing  funds  to  influence  individual  legis- 
lators?    A.  No. 

Q.  Or  providing  funds  to  any  person  who  claimed  to  be  in 
touch  with  individual  legislators?     A.  No,  sir. 

Q.  That  never  came  up?    A.  No. 

O.  Never  was  discussed?    A.  No. 

Q.  All  this  money  that  you  speak  of  according'  to  your  view 
went  to  pay  counsel  fees?    A.  Yes,  sir. 

Q.  For  services  rendered  in  appearances  before  committees? 
A.  Yes. 

Q.  And   on  public   hearings?     A.  Yes. 

Q.  Did  you  get  any  statement  from  anybody  as  to  the  number 
of  hearings  that  had  been  attended  in  that  way?    A.  No. 

Q.  Never  asked  for  that?    A.  No. 

Q.  Or  the  number  of  counsel  employed?    A.  No. 

Q.  Or  what  they  did?    A.  No. 

Q.  Did  you  ever  meet  Mr.  Hamilton  in  Albany?    A.  No. 

Q.  Ever  meet  any  other  persons  in  Albany  who  had  anything 
to  do  with  legislation  in  the  State  of  New  York?     A.  No,  sir. 
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As  I  said,  Mr.  Hughes,  I  know  nothing  about  New  York  and  I 
don't  think  I  have  been  in  Albany  in  fifteen  years. 

MR.  HUGHES:  That  is  all.  Mr.  Devlin,  will  you  take  tlif 
stand  ? 

EDWARD  I.  DEVLIN,  called  as  a  witness,  being  duly  sworn, 
testfied  as   follow-s: 

BY  MR.  HUGHES: 

Q.  Mr.  Devlin,  what  is  your  occupation?  A.  Superintendent 
of  real  estate. 

Q.  For  what  company?  A.  New  York  Life  Insurance  Com- 
pany. 

Q.  Where  do  you  make  your  office  or  have  your  office?  A. 
Hanover  Bank  Building,  5  Nassau  street. 

Q.  Are  you  in  charge  of  all  the  estate  holdings  of  the  New 
York  Life  here  and  abroad?  A.  No,  sir,  in  the  United  States 
and  Canada. 

Q.  Have  you  the  accounts  of  real  estate  holdings  in  foreign 
countries?  A.  Yes,  sir,  we  make  a  record  of  them  and  they  are 
sent  here,  a  transcript  from  the  books  which  are  kept  in  Paris.  The 
foreign  buildings  are  managed  from  the  Paris  office. 

Q.  That  is  the  foreign  buildings  occupied  by  the  offices  report- 
ing to  the  Paris  office  ?  A.  The  foreign  buildings  which  the  com- 
pany owns  are  managed  I  believe  through  the  Paris  office  just 
as  our  American  and  Montreal  buildings  are  managed  from  this 
office. 

Q.  Have  you  the  account  of  the  amounts  expended  upon  the 
buildings  in  Paris  on  the  Boulevard  des  Italien  occupied  by  the 
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New  York  Life   Insurance   Company?    A.  (Witness   produces 
paper.)     Yes,  I  can  give  you  that. 

Q.  Have  you  a  statement  of  it?    A.  Yes,  from  1891. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  236). 

(Exhibit  236  will  be  found  in  the  volume  of  Exhibits). 

Q.  This  states  that  the  actual  cost  as  per  statement  of  Insur- 
ance Department  1891  is  $1,102,604.05?    A.  Yes. 

Q.  Then  it  appears  to  have  been  reduced  by  the  Insurance  De- 
partment in  1891  to  the  sum  of  $470,400?    A.  Yes,  sir. 

Q.  And  increased  by  the  seven  States  examination  to  $750,000  ? 
A.  That  is  correct. 

Q.  Now,  where  can  I  get  the  items  that  enter  into  the  cost  of 
$1,102,604.05,  the  initial  cost?     (No  reply.) 

Q.  When  did  the  New  York  Life  Insurance  Company  acquire 
that  building?    A.  That  I  don't  know,  Mr.  Hughes. 

Q.  Did  they  buy  a  building  and  improve  it?  A.  That  I  don't 
know. 

Q.  Who  would_  know,  that  is  on  this  side  the  water?  A.  I 
suppose  the  vice-presidents,  who  had  been  over  there  and  who 
are  familiar  with  it. 

Q.  What  officer  of  your  company  on  the  present  executive 
force'  originally  had  to  do  with  the  acquisition  of  that  property  ? 
A.  That  I  don't  know. 

O.  Isn't  there  anyone?    A.  I  cannot  say. 

Q.  Following  upon  that  item  it  appears  that  there  was  ex- 
pended in    1898  $378,884.52.     What  was  that  expenditure  for? 
A.  Construction  account,  it  appears. 
Q.  Then  in  1899  there  was  expended  $382,000.48,  what  was 
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that  for  ?  A.  That  does  not  correspond  with  the  entry  here,  Mr. 
Hughes. 

Q.  What  was  that  for?  A.  All  that  appears  there  has  been 
copied  from  these  cards. 

Q.  Nothing  appears  here  but  what  has  been  expended  ?  A.  In 
1899? 

O.  Yes,  it  simply  gives  the  total  for  construction.  A.  It  was 
all  for  construction  purposes. 

Q.  Then  in  1900  it  is  said  that  there  was  expended  $431,421.64. 
What  was  that  for?    A.  They  are  all  construction  items. 

Q.  Then  I  understand  that  starting  with  $1,102,604.05  as  the 
cost  of  the  Paris  office  building  in  1891  in  the  next  three  years 
there  were  expended  about  $1,100,000  in  addition  for  construc- 
tion? A.  Yes,  sir.  The  old  building  was  removed  and  a  new 
building  was  erected. 

Q.  So  that  at  the  end  of  1900  the  building  stood  on  the  books 
of  the  company  as  having  actually  cost  some  $2,000,000?  A.  At 
what  date  was  that? 

Q.  At  the  end  of  1900?    A.  Yes,  $1,791,000 

Q.  No,  $2,200,000?    A.  Well,  there  are  items  charged  ofif 

Q.  I  know  they  are  charged  off.    A.  Yes. 

Q.  And  that  it  was  followed  in  1901  by  a  further  expense  of 
$117,609.20  and  in  1902  by  $64,711.51,  and  in  1903  $38,277.73, 
and  in  1904  $17,594.92,  making  a  grand  total  that  the  New  York 
Life  has  expended  upon  that  property  of  $2,533,104.05?    A.  Yes. 

Q.  Now,  that  property  upon  which  that  has  been  expended  is 
now  carried  on  the  books  of  the  company  as  worth  $1,300,000? 
A.  Yes. 

Q.  You  have  charged  off  in  various  years  against  the  actual 
cost  of  the  property,  therefore,  over  $1,200,000  as  lost?  A.  Not 
as  lost,  Mr.  Hughes.  The  value  is  still  there.  You  know  the  In- 
surance Department  assumes  that  the  company  will  earn  3V2  per 
cent,  on  its  assets,  and  it  has  been  the  constant  aim  of  the  presi- 
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dent  to  charge  off  our  real  estate  assets  to  a  point  where  they 
would  make  at  least  as  large  a  return  as  ^yi  per  cent.,  and  in 
doing  that,  of  course,  there  is  no  diminution  either  in  the  intrinsic 
value  or  market  value  of  the  securities. 

Q.  In  other  words,  the  mere  fact  that  you  carry  it  on  your 
books  at  a  certain  figure  does  not  prove  that  it  is  not  worth  all  it 
cost?    A.  Exactly. 

Q.  But  you  carry  it  on  your  books  at  the  figure  you  do  carry  it 
because  that  represents  the  capitalization  of  its  earning  capacity 
on  a  3j4  basis?    A.  Practically  so. 

Q.  What  is  the  income  derived  from  that  Paris  office  building? 
A.  The  income  of  the  Paris  office  building  from  1904  was  $30,- 
391.66.  It  was  less  than  usual  because  the  taxes  which  accrued 
in  1903  were  paid  in  1904 ;  in  other  words,  I  understand  that  we 
paid  two  years'  taxes  in  1904  and  those  taxes  amounted  to  about 
43,000  francs,  pretty  nearly  $9,000. 

O.  Annually?    A.  Yes,  sir. 

Q.  Do  I  understand  that  in  1904  you  paid  in  taxes  86,000 
francs  ?    A.  About  that. 

Q.  You  have  the  item,  have  you  not  ?  A.  Yes.  It  is  not  on  this 
sheet,  but  I  can  give  it  to  you. 

Q.  Yes.  A.  Will  you  find  that  on  your  card,  Sidney?  119,837 
francs  60  centimes. 

Q.  What  was  the  income  in  1903?    A.  $45,150.69. 

Q.  And  in  1902?    A.  $41,078.82. 

Q.  You  have  described  that  as  net  income?    A.  Yes. 

Q.  What  items  are  charged  against  the  gross  income,  that  is, 
the  aggregate  of  the  items?  A.  Oh,  fire  insurance  and  general 
operating  expenses  for  heating,  lighting  and  care  of  the  building. 

Q.  Nothing  for  construction  or  improvement?    A.  I  think  not. 

Q.  Those  are  covered  in  the  items  I  have  read  in  regard  to  the 
cost?    A.  Yes,  I  think  practically  all. 

Q.  Now,  how  much  of  that  net  income  is  derived  from  the  com- 
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pany  itself  or  charged  to  the  company  itself  for  the  use  of  por- 
tions of  the  buildings  ?  A.  The  company  has  been  paying  $30,(300 
a  year  rent. 

Q.  So  that  last  year  exclusive  of  the  amount  paid  by  the  com- 
pany the  net  amount  received  on  the  building  was  about  $9,000, 
and  the  year  before  about  $15,000,  and  the  year  before  about  $12,- 
000?  A.  That  is  allowing  for  the  double  payment  of  taxes  I 
noticed. 

Q.  Well,  that  is  the  fact,  whatever  is  allowed,  that  is  the  amount 
which  the  company  gets  from  the  parts  of  the  property  which  it 
does  not  itself  use.  Now,  I  am  informed  that  this  building  is  on  a 
corner  of  the  Boulevard  des  Italiens  and  the  street  adjoining? 
A.  Yes. 

Q.  I  am  informed  that  the  company  has  acquired  a  plot  of 
ground  in  the  rear  of  the  building,  is  that  so?  A.  I  don't  know 
whether  that  is  an  additional  purchase  or  not.  It  has  been  used. 
There  is  a  small  plot  of  ground  in  the  rear  which  has  been  used 
as  a  printing  office  for  sometime,  but  I  don't  know  that  it  is  a 
recent  acquisition. 

Q.  What  are  the  dimensions  of  the  property  in  Paris  ?  A.  That 
I  will  have  to  look  up. 

Q.  How  many  floors  are  there  in  this  building?  A.  Why,  there 
is  a  book  there.  I  am  not  familiar  with  the  property,  though  I 
think  it  is  six  floors  or  thereabout.     (Book  handed  witness.) 

THE  WITNESS :  The  only  testimony  I  am  really  competent 
to  give  in  this  matter  is  a  transcript  of  the  records  as  they  come 
to  us.    I  had  no  part  in  the  management  whatever. 

Q.  You  have  no  direct  participation  in  the  management  of  it? 
A.  None  whatever. 

Q.  But  we  are  availing  ourselves  of  your  familiarity  with  the 
records  to  get  the  facts.    A.  It  seems  to  be  seven  stories. 

Q.  The  ground  floor  is  occupied  by  a  cafe?      A.  Yes. 

Q.  The  Cafe  Riche,  is  it  not?    A.  Yes. 
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Q.  The  property  was  fitted  up  for  the  Cafe  Riche  by  the  New 
York  Life  Insurance  Company  ?  A.  I  think  their  occupancy  was 
intended  at  the  time  the  building  was  arranged. 

Q.  And  has  a  long  lease  been  given  to  the  Cafe  Riche — what 
is  that,  a  corporation  ?    A.  I  don't  know. 

Q.  Who  are  interested  in  it?    A.  I  don't  know. 

Q.  What  are  the  terms  of  the  lease,  what  does  the  Cafe  Riche 
pay  for  the  ground  floor?  A.  If  you  are  aiming  at  the  interest 
of  any  New  York  Life  people  in  the  Cafe  Riche,  I  think  I  would 
have  heard  something  about  it.  I  don't  believe  the  company  has 
a  dollar's  worth  of  interest  in  it. 

Q.  There  is  produced  here  a  statement  of  receipt  for  the  Paris 
building  for  1904,  receipts  in  francs,  from  which  appear,  as  I 
understand  it,  the  amounts  that  are  received  from  the  various 
tenants  of  the  New  York  Life.    A.  Yes. 

Q.  That  statement  is  forwarded  to  you  from  the  Paris  office? 
A.  Yes,  sir. 

Q.  From  that  I  find  that  the  Cafe  Riche  paid  a  total  in  1904 
of  $144,257  francs,  which  would  be  roughly  about  $28,000?  A. 
Yes. 

Q.  That  the  United  States  Fidelity  &  Guarantee  Company  paid 
7,500  francs?    A.  Yes. 

Q.  Or,  roughly,  a  little  under  $1,500?    A.  Yes. 

Q.  Then  there  is  next  an  item  of  Bonin,  310  francs.    A.  Yes. 

Q.  The  next  item  we  have.  New  York  Life  Insurance  Com- 
pany offices,  European  management  charged  with  122,499  francs ; 
printing  office  with  6,999  francs  ;  France  Provinces,  9,900  francs  ; 
Bureau  des  Ass 

Q.  What  is  that?    Assizes?    A.  Assurance. 

Q.  (Continuing)  18,000  francs.  International  Bureau,  3,000 
francs.  Independent  agent,  1,166  francs.  I  find  there  the  total 
receipts  are  313,233  francs  55  centimes.  Now  it  comes  to  this, 
that  with  the  exception  of  this  little  item  of  Bonin,  whatever  that 
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may  mean,  the  two  tenants  of  the  New  York  Life  are  the  Cafe 
Riche  and  the  U.  S.  Fidelity  &  Guarantee  Company?    A.  Yes. 

Q.  Otherwise  the  New  York  Life  carries  the  building  itself? 
A.  There  may  be  vacancies  there,  for  instance,  which  I  would 
not  be  familiar  with. 

Q.  Yes,  that  is  so.    A.  That  may  be  the  explanation. 

Q.  Have  you  got  an  earlier  sheet  of  this  character  for  1903 
or  1902?  A.  That  is  the  only  transcript  we  have  here.  I  can 
bring  the  other  transcripts  if  you  wish  them.  Including  what  the 
New  York  Life  pays  itself  of  about  $30,000,  its  income  upon  that 
property  on  the  average  for  the  last  thirty  years  is  a  trifle  over 
ij/^  per  cent,  of  the  amount  invested?  A.  Well,  I  have  the  in- 
come here,  Mr.  Hughes,  but  not  figured  on  the  amount  invested, 
figured  on  the  amount  which  we  carried  there. 

Q.  I  know,  but  I  was  figuring  it  on  the  amount  invested.  The 
amount  invested  according  to  your  statement  is  $2,533,104.05 
and  iy2  per  cent,  on  that  would  give  you  about  $37,500,  and  that 
is  a  little  under  the  average  income  for  the  last  three  years  ?  A. 
Yes,  that  is  a  little  under  the  average  income  for  the  last  three 
years. 

Q.  Between  i^  and  1%  per  cent.?    A.  Yes,  sir. 

O.  On  the  actual  money  invested.  And  the  average  is  a  little 
over  3  per  cent.,  from  3  to  3  1-3  per  cent,  on  the  amount  at 
which  you  carry  it  on  the  books?  A.  About  3^  per  cent.  Of 
course,  Mr.  Hughes,  it  hardly  seems  fair  to  figure  there  a  ques- 
tion of  income  on  a  building  which  you  have  torn  down.  The 
necessities  of  the  company  for  space  were  such  that  they  were 
obliged,  as  I  understand,  to  tear  down  the  old  building.  It  was 
no  longer  adequate  for  their  needs.  And  there  is,  of  course,  the 
item  of  the  cost  of  the  old  building  which  must  then  disappear. 
And  there  is  the  further  consideration  that  all  of  the  life  insurance 
companies  have  for  the  benefit,  no  doubt,  of  their  business,  erected 
buildings,  especially  in  places  where  they  had  executive  offices, 
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as  our  home  office  building  in  New  York  and  the  Paris  building, 
which  are  of  a  beautiful  and  of  a  monumental  character,  and 
which  are  designed,  no  doubt,  to  accomplish  purposes  other  than 
a  mere  return  of  a  large  income. 

Q.  You  mean  advertising  purposes  ?  A.  Advertising  purposes. 
I  heard,  for  instance,  on  a  visit  to  Montreal,  where  we  have  a 
building,  I  have  been  repeatedly  told  there  that  a  great  number  of 
the  small  policyholders  were  entirely  indifferent  as  to  the  amount 
of  securities  or  the  value  of  the  securities  which  the  Government 
required  us  to  deposit  as  a  reserve  against  policies,  but  if  you 
told  them,  "That  is  the  company  who  owns  the  building  on  Place 
d'Arme  Square,"  that  meets  all  requirements,  and  they  are  en- 
tirely satisfied  with  investment.  ^^w,-»  j 

Q.  That  is  one  of  the  questions  that  the  commission  will  have 
to  consider,  the  very  large  amounts  that  insurance  companies 
invest  in  real  estate  in  excess  of  the  actual  requirements  of  their 
offices  and  the  returns  on  the  amounts  used  in  that  way,  and  all 
the  considerations  you  mention  must,  of  course,  be  taken  into 
account.    Do  you  wish  to  stop  at  this  point? 

THE  CHAIRMAN:     Yes,  if  it  is  a  convenient  place. 

MR.  HUGHES  :  Yes,  this  is  a  convenient  place. 

THE  CHAIRMAN :  The  committee  will  take  an  adjournment 
until  next  Wednesday  morning  at  10.30  o'clock. 
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ALDERMANIC      CHAMBER, 
City  Hall,  New  York  City. 

October  4,  1905. 
Met  pursuant  to  adjourninent. 
Senator  Armstrong  in  the  chair. 

MR.  McKEEN :      Mr.  McCall,  will  you  take  the  stand,  please. 
JOHN  A.  McCALL,  recalled,  testified  as  follows: 
BY  MR.  McKEEN: 

Q.  Mr.  McCall,  when  you  left  the  stand  there  were  a  great 
many  matters  in  the  line  of  the  examination  which  Mr.  Hughes 
was  pursuing  which  were  unfinished  and  upon  which  the  pur- 
pOiSe  is  to  inquire  further,  but  at  the  present  moment  it  has  sug- 
gested itself  to  the  counsel  to  the  Committee  that  the  Committee 
will  be  glad  to  be  enlightened  by  some  testimony  from  yourself 
on  certain  general  questions  pertaining  to  the  life  insurance 
situation  in  the  State  and  country,  and  may  feel  that  they  can 
very  properly  expect  that  enlightenment  from  one  who  has  been 
so  intimately  connected  with  the  business,  both  in  public  offices 
and  in  connection  with  the  business,  like  yourself,  and  I  need 
not  remind  you  that  this  Committee  is  by  no  means  limited  in 
forming  its  recommedations  to  the  Legislature  by  the  testimony 
taken  upon  these  hearings.     The  whole  literature  of  life  insur- 
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ance  is  open  to  the  Committee.  At  the  same  time,  there  are 
certain  points  in  connection  with  the  subject  that  they  feel  it 
will  be  wise  to  bring  out  at  these  public  hearings.  Having  in 
mind  those  facts  I  propose  to  put  to  you  some  questions  along  those 
lines,  and  if  the  questions  are  not  intelligible  (because  it  is  very 
difficult  for  one  not  in  the  business  always  to  grasp  properly 
these  more  intricate  points)  I  know  the  answers  will  be  in- 
telligible. In  the  first  place,  will  you  briefly  state  out  of  your 
knowledge  the  beginning  in  this  country  of  State  supervision  of 
life  insurance?  A.  State  supervision  had  its  origin  in  the  State 
of  Massachusetts — State  supervision — followed  soon  after  be- 
cause of  a  report  made  to  the  Comptroller  of  the  State  by  the  Com- 
mission selected,  of  the  condition,  mainly  of  fire  insurance  com- 
panies, in  New  York,  as  far  back  as  1849,  running  on  to  1853. 
There  were  a  number  of  mutual  fire  insurnace  companies  doing 
business  in  the  State,  and  they  were  in  very  bad  odor  because 
of  failure  to  pay  their  claims,  and  growing  out  of  that  a  comr 
mission  was  appointed  to  report  to  the  State  the  condition  of 
insurance  companies  generally,  and  that  resulted  in  the  report 
of  1853.  Following  that  report  the  Comptroller  assumed  a 
greater  responsiblity  and  a  greater  guard  over  these  insurance 
companies.  At  that  time  I  may  say  there  were  but  two  life  in- 
surance companies  in  New  York  State,  the  Mutual  and  the  New 
York  Life,  both  mutual  companies  without  capital.  Following 
the  Act  of  1853  ^nd  the  Act  of  1859  the  establishment  of  an  In- 
surance Department,  and  New  York  was  second  in  record  in 
establishing  supervision  by  the  State  of  its  insurance  companies. 
Q.  At  what  period  in  the  State  of  New  York  did  legislation 
require  what  is  known  as  the  reserve?  A.  After  the  organiza- 
tion of  the  department  in  1859  the  English  life  table  was  used  in 
connection  with  the  valuation  of  policies,  and  later  on — I  served 
in  the  Department  first  in  the  year  1870.  I  was  appointed 
March  i,  1870,  and  was  assigned  to  work  in  the  actuary  depart- 
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ment  of  the  insurance  department,  and  in  that  year  we  made  the 
first  valuations  of  policies  of  New  York  State  companies,  and 
at  that  time  the  table  oi  mortality  was  the  American  experience 
table  of  mortality,  and  the  assumed  rate  of  interest  was  4V21 
per  cent. 

Q.  Now,  many  of  these  questions  are  elemental  in  a  measure 
and  quite  familiar  to  the  members  of  this  committee,  and  to  most 
people ;  at  the  same  time  we  realize  that  this  record  may  be  read  by 
people  who  look  there  for  enlightenment  on  somewhat  elemental 
matters.  Will  you  not  briefly  state  what  the  various  tables  are 
that  are  used  by  the  life  insurance  companies  and  explain  their 
compilation  in  a  general  way?  I  don't  mean  to  go  back  into 
remote  history,  of  course.  A.  The  tables  to-day  are  based  on 
the  combined  experience  of  the  English  actuaries,  with  4  per 
cent.,  and  the  4'!^  per  cent,  reserve,  the  American  experience 
table,  was  the  former,  during  the  time  of  Shepard  Homan,  and 
now  to-day  the  rate  of  earning  assumed  is  4  per  cent.,  and  even 
still  more.  The  New  York  Department  has  adopted  for  policies 
after  a  certain  date  the  assumption  that  you  will  earn  but  3!/^ 
per  cent.,  so  that  the  table  to-day  in  use  is  the  combined  actuaries' 
table  with  4  per  cent,  interest  and  the  American  experience 
table  with  3  per  cent,  interest,  and  the  law  of  the  State  to-day 
is  3%,  per  cent.,  but  in  estimating  the  solvency  of  a  company 
4^  per  cent,  is  still  assumed. 

Q.  In  what  respect  do  these  tables,  both  the  English  actuary  tables 
and  the  American  experience  table,  differ  from  what  were  known 
as  the  Northampton  and  Carlisle  tables  which  are  still  used  in 
the  courts  for  computing  dower  value,  etc.?  A.  Yes,  and  for 
annuities.  The  American  experience,  as  its  name  indicates,  is 
the  experience  on  lives  in  this  country,  and  the  other  is  entirely 
English  experience,  and  we  found — or  they  found  in  their  time 
that  there  was  enough  experience  in  the  American  companies  to 
formulate  a  table  of  their  own  as  to  mortality,  and  the  interest 
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assumed  dealt  entirely  with  earnings  on  investments  here  and 
not  at  all  on  the  other  side.  The  annuity  table,  the  Northampton, 
and  the  annuity  table  here,  they  still  retain  the  English  form 
from  the  fact  that  all  the  decisions  practically  have  been  along 
the  lines  of  the  Northampton  table  on  annuities,  the  American 
companies  not  favoring  them  very  much. 

Q.  One  difference  is,  is  it  not,  that  the  actuary  table  and  the 
American  experience  table  are  both  compiled  from  selected  lives  ? 
A.  Oh,  absolutely  so. 

Q.  Sound  lives  ?    A.  Sound  lives. 

Q.  Whereas  the  Northampton  and  Carlisle  tables  were  tables 
made  up  on  the  average  length  of  life  in  the  entire  section  of  the 
country  ?    A.  That  is  right. 

Q.  Taking  both  kinds,  impaired  lives  and A.  Correct. 

Q.  And  the  consequence  is  that  there  is  a  greater  expectation  of 
life  both  under  the  English  actuary  table  and  the  American  expe- 
rience?   A.  Yes. 

Q.  Now,  coming  down  to  a  matter  which  agitated  the  insurance 
world  a  good  deal — I  personally  remember  the  Massachusetts 
course  asked  a  surrender  value.  Will  you  kindly  explain  who 
was  the  author  of  that  legislation  and  in  brief  what  the  theory  of 
it  was  ?  A.  The  first  non- forfeiture  law  was  during  the  adminis- 
tration of  Elisha  Wright,  which  was  known  as  the  Act  of  1861, 
and,  briefly,  it  provided  that  after  deducting  from  the  value  any 
indebtedness  of  the  company  on  notes,  four-fifths  of  what  re- 
mained was  considered  as  a  net  single  premium,  and  the  term  for 
which  insurance  shall  be  determined  according  to  the  age  of  the 
party  at  the  time  of  the  lapse.  That  act  continued  to  be  the  non- 
forfeiture law  of  Massachusetts  for  many  years.  It  had  its  oppo- 
nents, and  the  provisions  of  the  act  were  very  widely  discussed  as 
being  something  new,  arising  from  the  claims  that  were  made  that 
there  should  be  remuneration  to  a  policyholder  if  he  cared  to 
cease  his  contract  before  the  term  expressed  in  the  contract  itself. 
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and  the  objections  then  made  to  that  law  were  along  these  lines : 
A  non-forfeiture  value  representing  four-iifths  of  the  mathemati- 
cal reserve  is  given  at  the  end  of  the  first  year  under  the  act,  only 
on  acquisition  expenses,  that  is,  the  procuring  of  the  writ  the 
company  has  not  the  means  in  hand  to  meet  it.  The  surrender 
charge  which  in  case  of  no  indebtedness  was  one-fifth  the  reserve, 
in  case  of  indebtedness  is  only  one-fifth  of  the  balance  of  the  re- 
serve. That  is  an  injustice  to  the  man  who  borrowed  no  money 
as  against  the  man  who  had  borrowed,  and  the  privilege  given  to 
the  company  to  deduct  the  premiums  at  the  time  of  the  death  was  a 
mathematical  error.  And  arising  from  the  discussion  of  these 
several  points  the  act  was  amended  again  so  that  the  present  law 
of  Massachusetts  has  been  in  force,  I  should  think,  about  twenty 
years,  I  should  think  probably,  and  antedates  the  non-forfeiture 
law  of  New  York. 

Q.  Well,  has  not  Mr.  Wright  been  generally  known  as  the 
apostle  of  the  policy  that  the  reserve  is  the  property  of  the  policy- 
holder? A.  Yes.  He  was  very  radical  in  his  notions  in  that  re- 
spect and  took  the  extreme  view,  I  think,  that  the  reserve  was 
absolutely  the  property  of  the  policyholder. 

Q.  Is  that  the  view  which  you  entertain  ?  Is  that  the  view  that 
you  entertain  ?    A.  Is  that  the  view  that  I  maintain  ? 

Q.  Yes.    A.  No,  I  do  not. 

Q.  Won't  you  explain  wherein  you  consider  the  policy  to  exist 
in  the  theory  that  the  reserve  is  the  property  of  the  policyholder  ? 
A.  I  think  the  charge  should  be  made  against  the  reserve  for  the 
purpose  of  adding  against  the  policyholders  a  risk  that  was  equally 
good,  assuming  the  risks  would  retire,  and  I  think  that  the  re- 
duction that  the  New  York  law  made  from  part  of  the  reserve, 
say,  25  per  cent. — the  man  breaks  the  contract ;  the  company  has 
no  right  to  break  it — and  I  think  there  should  be  a  penalty  for 
the  breaking  of  the  contract  to  the  extent  of  a  percentage  of  the 
reserve. 
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Q.  Well,  is  or  is  not  the  notion  that  the  reserve  is  a  fund  which 
will  ultimately  meet  the  policy  a  correct  notion  ?  A.  Yes,  the  re- 
serve invested  at  the  assumed  rate  of  interest  will  pay  every  claim 
at  maturity 

Q.  Yes,  but  it  cannot  pay  an  individual  claim  if  a  man  dies 
young.    A.  Not  at  all.    He  pays 

Q.  Where  does  the  money  come  from  to  pay  people  who  die  be- 
fore the  reserve  amounts  to  the  amount  of  the  claim?  A.  The 
money  comes  from  those  who  persist  in  paying  and  the  man  who 
profits  in  the  earlier  years  from  the  loss — or  his  family  who  profit 
from  the  loss  sustained  by  his  death — it  comes  out  of  the  contri- 
butions made  by  the  members  generally. 

Q.  Will  you  be  kind  enough  to  explain  very  briefly  what  the 
different  kinds  of  premiums  are.  The  natural  premium,  and  so 
forth?  A.  Well,  the  net  premium,  so  called.  The  net  premium 
in  life  insurance  is  that  sum  of  money  which,  if  invested  at  the 
assumed  rate  of  interest,  as  I  said,  will  pay  the  claims  at  maturity. 
Now,  on  that  net  premium  there  is  a  loading.  It  is  technically 
called  a  loading.  It  is  put  on  there  because  there  is  an  expense 
in  getting  the  business,  and  our  average  loading  in  the  New  York 
Life  is  about  22J/2  per  cent,  of  the  net  premium.  The  net  pre- 
mium in  itself  is  a  sum  of  money  that  should  not  be  intruded  upon 
or  attacked  for  any  purpose  except  for  the  payment  of  claims, 
but,  as  a  matter  of  fact,  Mr.  McKeen,  in  the  very  first  year  of 
insurance,  owing  to  the  expense  of  procuring  the  business  I  do 
not  believe  that  there  is  any  company  that  has  any  amount  left 
out  of  the  first  year's  premium  wherewith  to  maintain  that  reserve. 

Q.  In  other  words,  the  reserve  under  the  New  York  law  for  the 
first  year  of  a  policy  has  to  be  taken  out  of  some  other  source  than 
premium  ?    A.  It  has. 

Q.  Well,  from  what  do  you  take  it  in  practice?  A.  Well, 
practically,  of  course,  it  is  taken  from  a  surplus. 

Q.  Well,  what  is  the  difference  between  what  is  called  a  natural 
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premium  and  a  level  premium,  what  is  meant  by  level  premium? 
A.  A  level  premium  is  the  amount  of  money  that  is  payable  every 
year  during  the  entire  contract  at  the  age  of  entrance,  so  when  a 
man  grows  older  in  the  regularly  organized  company  he  pays  the 
same  premium  that  he  does  at  the  beginning  through  the  term  of 
his  insurance.  The  natural  premium  has  been  referred  to  more  in 
connection  with  fraternal  and  assessment  companies  where  the 
sum  of  money  is  really  based  on  mortality  and  not  much  on  ex- 
penses, and  is  founded  more  on  assessments  than  anything  else. 

O.  If  a  man,  say,  thirty  years  old  wanted  insurance  for  one 
year  he  could  get  it  at  a  very  much  lower  rate  than  the  premium 
charged  him  when  taking  out  a  life  policy  ?    A.  Certainly  so. 

Q.  In  other  words,  the  leveling  is  in  adjusting  a  premium 
throughout  the  entire  life  so  that  the  premium  will  be  uniform? 
A.  Yes. 

Q.  Now,  a  great  deal  has  been  said  about  the  surplus,  and  I 
am  coming  to  that  in  a  little  more  detail  later.  I  am  coming  to  it 
more  particularly  in  connection  with  the  New  York  Life,  but  will 
you  state  generally  from  what  source  the  surplus  comes,  how  it 
happens  there  is  a  surplus  generally?  A. -Yes.  The  surplus 
comes — its  first  source,  if  you  will,  is  the  g'ain  in  mortality  from 
that  assumed.  That  is,  you  assume  a  certain  mortality  and  then 
if  your  experience  shows  that  that  mortality  has  not  been  reached, 
the  difference  between  the  two  is  the  first  gain  in  the  surplus 
account.  You  assume  a  certain  earning  rate  on  your  assets,  say 
3%  per  cent  lately  and  4J4  before.  Any  amount  earned  by  the 
company  over  the  assumed  interest  rate  furnishes  a  surplus,  too. 
Those  two  are  the  main  sources  of  surplus  holdings. 

Q.  Does  not  some  of  it  come  from  the  fact  that  the  premiums, 
the  level  premiums,  exceed  the  natural  premiums,  or  do  you  dis- 
regard that  as  a  source  of  surplus?  A.  No,  that  is  disregarded 
in  the  estimate. 

Q.  I  would  like,  if  you  can  do  so,  if  you  will  kindly  explain 
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to  this  Committee  in  what  particular,  or  rather  in  what  general 
respects,  the  English  method  of  State  supervision  differs  from  that 
in  the  State  of  New  York?  A.  Well,  practically,  there  is  no 
supervision  whatever  in  England.  They  follow  out  their  notions 
of  free  trade  even  into  the  management  of  insurance  companies. 
You  file  a  statement  with  the  Board  of  Trade,  it  is  somewhat 
elaborate  and  practically  that  is  about  all  the  supervision  that  is 
applied,  is  the  filing  of  that  report  open  to  the  public  for  inspec- 
tion, and  there  is  really,  as  a  matter  of  fact,,  no  supervision  what- 
ever in  England  over  its  insurance  companies,  none  at  all  com- 
pared with  the  American  system. 

Q.  Is  there  no  legislative  test  of  solvency  in  England?  A. 
No,  I  do  not  recall  that  to-day  there  is  any  other  requirement  than 
that  the  rate  of  interest  and  the  tables  assumed,  that  the  company 
shall  show  correspondingly  at  the  end  of  the  year  that  they  have 
lived  up  to  the  premium  charge  by  these  several  rates,  that  is  all, 
that  would  be  shown  in  the  schedules  of  the  reports. 

Q.  If  in  England  it  appears  from  the  statement  filed  with  the 
Board  of  Trade,  that  the  company  had  not  in  fact  a  sufficient 
reserve  it  becomes  a. question  of  judicial  inquiry  in  that  particular 
case?    A.  Practically  so. 

Q.  But  the  company  may  or  may  not  be  adjudicated  insolvent, 
as  the  result,  without  the  application  of  any  ironclad  rule  of  com- 
putation?   A.  That  is  the  situation  practically. 

Q.  You  are  quite  familiar  personally  with  what  may  be  called  the 
crisis  of  life  insurance  in  this  state  along  from  1876  to  1884.  Some 
of  us  remember  personally  your  activity  in  connection  with  some 
of  those  companies.  Can  you  briefly  state,  because  a  generation 
almost  has  passed  since  that  time,  can  you  briefly  state  what 
happened  at  that  time  in  the  life  insurance  world,  more  particularly 
in  the  New  York  companies?  A.  I  have  written  quite  exten- 
sively on  the  subject,  Mr.  McKeen. 

Q.  I  know  you  have,  and  I  won't  ask  any  extended  statement. 
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A.  No,  I  think  I  oan  briefly  state  what  you  want  so  as  to  enable 
the  Committee  to  see  what  has  occurred  in  the  past  in  connection 
with  the  management  of  life  insurance  companies  and  their  de- 
fects, if  you  will.     The  period  you  speak  of — in  1870 — in  1869 
and  1870 — there  were  forty-one  New  York  companies  and  now 
there  are  fourteen  and  there  were  seventy-one  companies  of  this 
and  other  states  and  now  twenty-nine  reporting  to  the  New  York 
Insurance  Department.     In  1876  you  will  recollect,  the  financial 
condition  of  the  country  was  very  bad.     These  companies  had 
been  organized,  I  was  going  to  say  almost  hourly,  and  they  were 
mainly  incorporated  to  give  places  to  people  related  to  men  of 
capital,  and  it  was  a  very  popular  thing  to  organize  a  life  insur- 
ance company  with  all  sorts  of  fads  and  isms  connected  with  it. 
They  had  these  small  companies  and  they  paid  very  extravagant 
salaries.     The  busmess  was  comparatively  small.     They  adopted 
methods  that  no  sane  management  would  think  of  having,  and 
they  ran   along  practically  without  restraint  or  supervision,   if 
you  will,  until  finally  there  was  a  failure  and  then  another.     At 
that  time  I  was  the  examiner  of  the  Department  at  Albany,  and 
so  all  of  this  that  I  have  described  I  saw  and  part  of  it  I  examined. 
It  may  be  said  in  brief  that  no  life  insurance  company  in  the 
State    of    New    York    ever    failed    because    the    premium    was 
insufficient.     It   failed  because   of   extravagant  management,   it 
failed   because   of   destruction   of   values,   especially   of   real   es- 
tate  values,    at   the   time,    with    inflations   here    in    New   York'^ 
tremendous  inflations  of  property  and  the  realization  on  mort- 
gages was  very  light  comparatively.    So  that  in  all  this  period  of 
the  winding  up  of  these  companies,  we  were  dealing  with  institu- 
tions that  had  never  been  managed  at  all  with  an  eye  to  the 
future.    It  was  all  dealing  with  the  present,  and  unskillful,  both 
in  the  actuarial  department  and  the  financial  and  governmental 
part  of  the  company.    I  do  not  recall  a  failure  of  a  company — and 
I  think  I  have  said  it  before — where  the  claim  was  attributed  to 
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the  insufficiency  of  the  premium  charge,  or  for  any  other  reason 
except  absolute  incompetency,  and  sometimes  of  course  there  was 
dishonesty  and  rascality  in  the  company. 

Q.  In  a  general  way  do  you  recall  about  what  the  shrinkage 
was  in  winding  up  those  companies,  that  is,  the  apiount  realized 
for  distribution  among  creditors  as  compared  with  the  valuation  of 
their  assets  just  prior  to  their  failure?  A.  Will  you  permit  me 
to  read? 

Q.  Certainly  ?  A.  This  is  from  an  address  made  in  Milwaukee 
before  the  National  Insurance  Convention,  the  convention  of  State 
officials.  It  was  delivered  in  1898,  and  it  contains  some  tables  in 
connection  with  the  very  question  you  asked  me.  The  nine  years 
immediately  following  the  first  convention,  that  Is,  the  first  con- 
vention of  1871 — 1870  and  1871 — must  be  accounted  the  most 
trying  period  in  the  history  of  American  life  insurance.  The 
number  of  companies  which  ceased  doing  business  in  New  York 
was  forty-six ;  only  four  reinsured  in  companies  that  remained 
solvent ;  only  ten  others  paid  liabilities  in  full.  Receivers'  reports 
are  incomplete,  but  a  careful  examination  of  such  as  are  accessi- 
ble show  the  total  loss  to  policyholders  by  failures  among  Ameri- 
can life  insurance  companies  to  be  about  $35,000,000.  The  cash 
liabilities  of  seven  contiguous  companies  that  failed  were  twenty- 
four  millions  of  dollars  and  the  dividends  paid  by  the  receivers 
were  $7,589,000,  a  loss  to  policyholders  of  seventeen  millions  of 
dollars.  Following  these  companies  into  their  respective  domiciles 
outside  the  State,  following  the  foreign  companies,  there  were  nine 
in  number.  Their  liabilities  were  twenty-one  millions  and  the  re- 
ceivers paid  dividends  on  three  millions,  making  a  loss  to  policy- 
holders of  eighteen  million  dollars,  a  combined  loss  in  sixteen 
companies  of  over  thirty-five  millions  of  dollars. 

Q.  In  other  words,  the  experience  of  the  State  as  the  result  of 
putting  these  life  insurance  companies  into  receiverships  and  the 
result  of  the  causes  which  compelled  it,  was  that  it  resulted  in 
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very  great  disaster  to  policyholders?  A.  Very  great  disaster  to 
policyholders  and  very  great  scandal  throughout  the  State. 

Q.  Can  you  state  what  peculiar  hardship  there  is  if  the  solvency 
of  a  life  insurance  company  .where  there  has  been  no  reinsurance 
effected,  where  the  loss  falls  with  special  hardship?  A.  Well,  the 
loss,  of  course,  would  fall  with  special  hardship  to  the  man 
whose  health  was  impaired  and  who  could  not  get  insurance  any- 
where else,  and  they  were  the  main  sufferer's,  of  course. 

Q.  In  other  words,  the  general  policy  of  the  courts  was  to  re- 
gard all  the  outstanding  policyholders  as  creditors  practically  to 
the  amount  of  their  surrender  values  ?    A.  Practically. 

Q.  And  a  man  whose  health  was  impaired  might  really — the 
surrender  value  of  his  policy  might  be  very  nearly  its  face,  and 
yet  he  would  only  come  in  as  a  creditor  and  get  dividends  on  a 
very  small  proportion  of  the  real  value?  A.  A  very,  very  small 
proportion. 

Q.  What  legislative  remedy  is  there  for  that  sort  of  hardship 
that  occurs  to  you,  if  any  ?  A.  I  think  the  reserve  should  be  used 
to  purchase  paid-up  insurance  in  a  case  of  that  kind,  where  there 
is  a  deficit  in  the  reserve.  It  should  be  used  and  the  company 
continued  and  not  put  in  the  hands  of  a  receiver. 

Q.  Is  there  not  a  plan  in  England,  in  the  case  of  insolvent  life 
insurance  companies,  of  practically  scaling  down  all  the  claims? 
A.  Yes,  that  is  akin  to  just  what  I  spoke  of,  that  is,  that  the 
amount  of  insurance  in  force  would  be  the  sum  that  the  reserves 
would  purchase  on  these  lives.  That  is  the  actual  amount  avail- 
able to  purchase  this  insurance. 

Q.  And  do  you  think  that  it  would  be  practicable  legislation 
making  that  the  rule  for  the  winding  up  of  life  insurance  com- 
panies in  this  State?  A.  Not  only  practicable,  but  while  there  is 
no  imminent  danger  of  any  company  doing  business,  I  think  it  is 
very  desirable  that  the  law  should  be  amended  in  that  respect. 

Q.  I  want  to  call  your  attention  to  a  provision  in  our  insurance 
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law,  section  89  of  the  the  revision  of  1892,  the  section  which  is 
headed  Discrimination  Prohibited?  A.  Yes,  I  am  very  familiar 
with  it. 

Q.  It  provides — it  prohibits — it  s^ys  in  the  first  sentence,  "No 
life  insurance  corporation  doing  business  in  this  State  shall  make 
any  discrimination  in  favor  of  individuals  of  the  same  class  or  of 
the  same  expectation  of  life  either  in  the  amount  of  premium 
charged  or  in  any  return  of  premium,  dividend  or  other  advan- 
tages. No  agent  of  any  such  corporation  shall  make  any  contract 
for  insurance  or  agreement  as  to  such  contract  other  than  that 
which  is  plainl}'  expressed  in  the  policy  issued.  No  such  corpo- 
ration or  agent  thereof  shall  pay  or  allow  or  offer  to  pay  or  allow 
as  an  inducement  to  any  person  to  insure,  any  rebate  of  premiums 
or  any  special  favor  or  advantage  whatever  in  the  dividends  to 
accrue  thereon  or  any  inducement  whatever  not  specified  in  the 
policy."    Do  you  recall  the  original  enactment  of  that  ?    A.  Yes. 

Q.  Did  you  have  anything  personally  to  do  in  promoting  that 
legislation?    A.  I  did. 

Q.  What  was  the  condition  of  things  that  led  to  that  enact- 
ment? A.  Well,  great  complaints  of  the  extravagance  of  main- 
taining the  business  caused  by  the  giving  away  of  the  first  year's 
premiums  to  the  applicant.  Large  commissions  which  the  agent 
passed  over  to  the  insured,  and  the  company  was  saddled  with  a 
risk  that  they  were  not  remunerated  for.  And,  as  a  matter  of  fact, 
everywhere  I  think  life  insurance  in  the  first  year  was  about  pre- 
sented to  the  applicant ;  there  were  exceptions  to  the  rule  as  there 
are  to  every  rule;  that  was  the  condition  in  1889  when  that  get 
was  passed. 

Q.  May  I  ask  if  that  act  has  had  the  effect  it  was  expected  to 
have  in  preventing  rebating?  A.  I  think  it  has  had  a  very  good 
effect  in  many  ways.  It  has  not  been  wholly  preventative  to  the 
evil,  but  if  I  may  be  pardoned  for  referring  to  our  own  case,  we 
have  taken  very  strenuous  action  in  that  respect  by  the  adoption 
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of  rules  and  regulations  and  in  connection  with  our  own  Nylic 
system,  where  the  man  feels  he  has  something  in  the  end  if  he 
continues  with  the  company  and  he  loses  that.  We  not  only  re- 
quire him  to  certify  in  advance  that  he  has  not  rebated,  but  he 
certifies  on  his  honor  that  he  has  not  and  tkat  is  filed  with  the 
application  and  we  do  all  we  can  to  carry  that  law  into  effect. 
I  say,  and  I  do  not  want  to  be  understood  as  saying  that  we  are 
absolutely  enabled  by  what  we  have  done  to  prevent  rebating 
everywhere,  but  I  do  say,  and  I  say  it  with  a  desire  not  to  be  un- 
derstood as  boasting,  that  we  think  our  own  company  has  done 
more  in  relation  to  preventing  rebating — well,  at  least  as  much  as 
any  other  company. 

Q.  Have  you  ever  discharged  any  agents  for  it?  A.  Quite  a 
number  of  them. 

Q.  Do  you  know  whether  there  has  ever  been  a  prosecution 
under  this  act?  A.  There  has,  and  the  act  held  to  be  constitu- 
tional.    That  is  the  Formosa  case. 

Q.  Now,  your  company  as  well  as  others  practically  has  a 
method  of  increasing  the  compensation  of  agents  predicated  upon 
the   amount  of  business   written?     A.  Yes. 

Q.  Now,  as  an  agent  approaches  that  limit  is  not  the  tempta- 
tion almost  overwhelming  for  him  to  indulge  in  the  practice  of 
rebating?  A.  That  would  be  so,  I  think,  Mr.  McKeen,  under 
a  system  of  remuneration  that  depended  on  certain  transactions 
from  him,  but  you  must  bear  in  mind  that  under  our  Nylic  system 
of  remuneration,  that  a  man  absolutely  agrees  with  us  that  he 
will  not  rebate,  and  that  if  he  does  rebate  he  forfeits  all  his  rights 
to  whatever  he  may  have  in  our  possession,  and  I  think  that  is 
a  restriction.  Will  you  permit  me  to  make  a  suggestion  right 
there  regarding  that  act,  before  I  forget  it? 

Q.  Certainly.  A.  It  shows  how  laws  may  be  made  up  with 
the  best  of  intentions  and  yet  be  failures,  made  up,  if  you  will, 
under  a  commission  for  codifying  the  law.     Take  the  very  sec- 
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tion  you  refer  to,  if  you  will  be  kind  enough  to  refer  to  Sec- 
tion 89  and  let  me  illustrate  the  evil  that  conies  from  amend- 
ments to  laws  without  consultation,  if  you  will,  and  without 
proper   hearing  by  the  governing  bodies. 

Q.  I  am  sure  the  Committee  are  anxious  to  get  suggestions 
exactly  along  those  laws.  A.  If  you  will  turn  to  that  section 
you  just  read  to  me,  Sections  89  and  91  of  the  present  Insur- 
ance Code,  were  enacted  together  as  the  rebate  law  of  New 
York.  In  the  first,  Section  89,  it  was  provided  that  if  a  man 
did  certain  things,  namely,  rebating  or  granting  discrimination 
not  provided  in  the  contract  itself,  then  these  men  should  be 
punished,  and  how  they  should  be  punished  was  provided  in 
Section  2  of  the  act,  which  is  now  Section  91  of  the  Code.  But, 
mark  you,  in  between,  the  people  entrusted  with  the  codification 
of  the  law  at  that  time  sandwiched  a  section  called  discrimina- 
tion against  colored  persons. 

Q.  Yes.  A.  Sort  of  a  nigger  in  the  woodpile,  and  the  result 
of  that  was  that  Section  91,  which  was  intended  to  punish  by 
the  cancellation  of  the  certificate  authority  of  the  rebating  agent, 
was  made  to  apply  to  Section  91  and  the  preceding  Section  90 
and  not  at  all  to  the  rebate  Section  89,  and  to-day  in  the  State 
of  New  York  by  reason  of  that  codification  there  is  absolutely 
no  punishment  by  taking  away  his  life  insurance. 

Q.  Now,  Mr.  McCall,  does  it  occur  to  you  to  make  any  further 
suggestions  along  this  line  of  general  legislation  as  bearing  on 
life  insurance  conditions  that  you  desire  to  suggest  to  the  Com- 
mittee? A.  I  should  like  very  much  to  make  a  brief  statement 
about  legislation.  It  is  rather  a  topic  that  calls  for  some  comment 
and  criticism,  and  if  you  will  pardon  me,  I  will  briefly  state 
some  of  the  experience  of  a  company  in  regard  to  legislation. 

O.  Certainly.  You  may  consider  a  question  put  asking  for 
that  answer.  A.  Thank  you.  With  the  beginning  of  every 
year,  I  daresay  it  is  the  feeling  of  every  executive  officer,  I  know 
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it  is  for  myself — that  for  the  ensuing  five  or  six  months  of  the 
3'ear  that  we  shall  be  badgered  and  harassed  to  death  in  every 
State  of  the  Union  by  the  introduction  of  bad  bills  of  every 
kind.  Sometimes  men  of  honor  will  feel  that  they  have  a  right 
to  amend  a  law,  and  their  motives  are  all  right.  But  mainly  the 
general  insurance  legislation  of  this  country,  if  you  will  follow  it 
through,  emanates  from  people  who  are  desirous  of  striking  at 
insurance  companies.  I  might  even  continue  with  that  further, 
and  say  that  I  believe  that  three-quarters  of  the  insurance  bills 
introduced  in  the  United  States  are  blackmailing  bills.  Until,  as 
I  have  said,  that  the  management  of  these  companies  really 
tremble  with  the  beginning  of  a  year  as  to  what  they  have  to  en- 
counter during  the  following  six  months  of  the  year.  That  is  a 
condition  that  I  think  your  Committee,  if  you  will,  Mr.  Chairman, 
can  do  much  to  provide  against.  If  it  will  but  pass  a  law,  sim- 
ilar, if  you  will,  to  the  Massachusetts  law,  which  has  been  very 
effective,  I  think,  that  every  bill  introduced  shall  be  lodged  or 
recorded  in  the  office  of  the  Secretary  of  State — every  insur- 
ance bill,  the  introducer  mentioned  and  on  the  corresponding 
page  the  name  of  the  man,  either  attorney  or  agent,  selected 
by  the  corporation  to  oppose  or  favor  that  measure,  so  that  every 
bill  will  have  its  record  and  every  man  appearing  at  a  capitol 
or  before  a  committee  will  also  be  recorded  on  this  book  of  the 
Secretary  of  State,  and  then  when  the  Legislature  adjourns,  if 
you  will,  compel  the  officers  of  the  companies  under  oath  to  state 
exactly  how  much  they  have  paid  those  agents  and  those  attor- 
neys, you  will  have  very  much  less  blackmailing  legislation  and 
fewer  opportunities  for  blackmailers  to  strike  at  insurance  com- 
panies. 

Q.  If  I  may  recur  a  moment  to  the  subject  of  rebating,  you 
are  aware  probably  that  the  question  has  recently  been  put  to 
the  Attorney  General  of  the  State  as  to  whether  rebating,  the 
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accepting  of  a  rebate  by  a  policyholder  has  the  effect  under  this 
law  of  making  the  policy  invalid?     A.  Yes. 

Q.  That  question  he  has  not  answered  because  he  says  he  does 
not  care  to  answer  academic  questions,  but  we  are  not  limited, 
and  we  are  putting  a  good  many  academic  questions.  What 
would  be  your  opinion  as  to  the  wisdom  of  incorpyorating  that 
provision  in  the  statute  and  making  a  policyholder  forfeit  his 
policy  if  it  is  proved  that  he  has  accepted  part  of  the  agent's 
commission  or  has  got  his  insurance  in  violation  of  this  section? 
A.  I  would  be  very  heartily  in  favor  of  such  a  law. 

O.  Now,  I  want  to  ask  you  some  questions  about  the  busi- 
ness that  I  am  informed  is  quite  extensively  carried,  on  by  the 
New  York  Life  and  to  a  considerable  extent  by  the  Equitable 
Life,  that  is  what  is  called  sub-standard  insurance,  what  is  meant 
by  that  ?  A.  A  sub-standard  risk  is  one  that  could  not  be  classed 
with  a  risk  that  had  passed  a  medical  examination  entirely  satis- 
factory in  every  respect  with   the  medical   examiners.     I   have 

some  statistics  here  as  to  that  business 

Q.  Well,  can  you  state  to  what  extent — I  would  like  to  ask 
you  before  you  come  to  that  a  few  preliminary  questions  which 
I  think  will  make  any  statement  you  have  to  make  perhaps  more 
intelligible.  As  I  understand  it  you  do  insure  to  a  considerable 
extent  persons  who  have  been  rejected  by  the  Medical  Depart- 
ment in  the  first  instance?  A.  I  will  put  it  this  way,  Mr. 
McKeen.  Persons  who  have  not  been  approved  as  first-class 
risks. 

Q.  Well,  persons  who  prior  to  the  adoption  of  this  method 
would  not  have  been A.  Would  not  have  been  insured. 

Q.  Would  not  have  been  insured  ?     A.  Yes. 

Q.  Can  you  tell,  not  with  exact  figures,  but  approximately, 
what  amount  of  that  kind  of  business  was  done  by  the  New  York 
Life  Insurance  Company  in  the  past    year?     A.  Yes,    I    can; 
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$35,000,000  last  year.     I  have  the  table  exactly  of  what  we  have 
issued  from  the  beginning. 

•Q.  Very  well,  make  the  statement  in  your  own  way.  We 
would  like  to  be  enlightened  about  it.  A.  The  New  York  Life 
uses  three  methods  of  treating  under-average  lives.  We  call 
them  under-average  lives.  First,  under  the  deferred  dividends 
system,  where  the  impairment  is  slight,  the  lives  are  placed  in  the 
special  mortality  class,,  in  which  the  dividend  will  be  lower  than 
that  in  the  standard  class.  Second,  where  the  impairment  is 
more  serious,  in  addition  to  the  above  provision  for  lower  divi- 
dend  

Q.  Excuse  me,  you  mean  the  dividend  will  be  higher.  You 
said  lower.  A.  Placed  in  a  special  mortality  class  in  which  the 
dividend  will  be  lower  than  the  standard. 

Q.  The  dividend,  yes.  I  thought  you  meant  the  premium. 
A.  No,  the  dividend.  Second,  where  the  impairment  is  more 
serious,  in  addition  to  the  above  provision  for  lower  dividends 
a  lien  is  placed  against  the  amount  of  insurance  ranging  from 
three  hundred  to  nine  hundred  dollars  a  thousand,  and  reduced 
each  year  by  the  annual  premiums  paid.  Third,  the  advanced 
age,  or  extra  premium  system  is  used  in  countries  where  we 
write  only  the  annual  dividends  form  of  insurance,  the  same 
annual  dividend  being  paid  on  the  sub-standard  as  on  the  stand- 
ard risk,  and  extra  premiumi  is  charged  tO'  cover  the  extra  mor- 
tality. This  is  not  fixed  by  any  arbitrary  scheme  of  advancing 
the  premiums  according  to  the  expectations  advanced  by  the 
Medical  Director,  but  is  a  matter  of  precise  calculation,  based 
on  the  extra  mortality  of  lives  in  each  class.  That  is  our  system, 
and  here  I  have  the  figures  showing  just  exactly  what  the  amounts 
and  the  entire  business  and  the  ratio  is.  In  1896  it  was  begun 
in  that  year.  We  have  $1,540,000  of  under-average  business 
against  our  entire  business  of  $121,000,000,  and  the  percentage 
or  ratio   was  one  to  twenty-five.     In   1897  $2,500,000,  against 
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$i35,ocxD,ooo  of  entire  business,  a  ratio  of  i  to  86.  In  1896, 
$6,500,000,  against  $152,000,000,  a  ratio  of  4  to  32.  In  1899, 
$16,200,000,  against  $202,000,000,  a  ratio  of  8  per  cent.  In  19OQ 
$20,000,000,  against  $232,000,000,  a  ratio  of  9  per  cent.  In  1901, 
$26,000,000,  against  $262,000,000,  a  ratio  of  10  per  cent.  In 
1902,  $32,000,000,  against  $293,000,000,  a  ratio  of  10.93  P^"" 
cent.  In  1903,  $35,000,000,  against  $316,000,000,  a  ratio  of  11 
per  cent.  In  1904,  last  year,  we  had  $35,183,900,  against  our 
entire  business  of  $431,295,696,  a  ratio  of  10.62  per  cent.  We 
have  a  record  of  our  mortality  experience  from  the  inception  of 
the  class,  from  1896,  to  December  31,  1904,  the  expected  deaths 
are  calculated  in  accordance  with  the  mortality  which  the  policies 
can  bear,  for  instance,  in  cases  where  we  expect  a  mortcdity  of 
twice  the  normal,  and  lien  policies  were  issued  to  meet  that  risk 
or  made  a  lien  in  calculating  the  expected  death  losses  of  double 
the  company's  mortality  in  standard  lives,  and  the  mortality 
experience  from  1896  to  1904,  inclusive,  has  been  as  follows :  We 
expected  death  losses  of  $5,230,000  and  the  actual  losses  were 
$4,900,000,  a  ratio  of  95  per  cent,  of  actual  deaths  against  what 
we  expected. 

Q.  What  is  the  method  whereby  you  decide  whether  or  not 
you  will  issue  one  of  these  policies  on  an  impaired  life?  How 
do  you  get  at  it?  A.  It  entirely  depends  on  the  Medical  Bureau, 
and  I  should  like  very  much  to  have  you  ask  Dr.  Rogers  of  our 
Medical  Bureau  as  to  just  what  that  system'  is.     It  is  purely 

Q.  Well,  in  a  general  way  you  know  about  it,  because  you  have 
already  shown  your  familiarity  with  it?  A.  Yes,  I  do  know 
about  it. 

Q.  And  at  present  we  are  trying  to  find  out  what  you  know 
about  it.  We  undoubtedly  will  go  further  into  that  at  a  later 
stage  of  the  investigation,  but  the  point  is,  here  comes  an  appli- 
cant for  a  policy  in  the  New  York  Life,  and  he  is  rejected  by  the 
ordinary  course  of  medical   examination.     Now,  somebody  has 
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to  make  an  exception  in  his  case  to  decide  whether  to  insure  him 
on  the  sub-average  basis.     Who  does  that?     A.  The  doctor. 

Q.  Alone?     A.  The  doctor  alone. 

Q.  Well,  but  he  has  already  rejected  him.  A.  He  submits 
that  to  the  executive  officers,  and  then  under  the  experience 
gained  by  the  operation"  of  this  system  a  calculation  is  made  of 
the  points  wherein  he  is  lacking,  and  then  it  is  decided  what  policy 
we  will  give  him  on  the  sub-standard  agreement.  That  is  deter- 
mined by  consultation  with  the  executive  officers. 

Q.  You  speak  of  "as  a  class,"  treating  these  sub-average  people 
as  belonging  to  a  class.  Is  there  any  table  under  which  there  is 
any  computation  made?  A.  Not  at  all,  except  from  our  own 
experience. 

Q.  Well,  you  take  each  individual  case,  do  you,  and  determine 
in  that  particular  case  what  on  the  whole  you  think  you  can  insure 
that  man  for?  A.  Yes,  just  as  the  table  was  made  on  American 
experience.  We  take  these  sub-standard  people  on  the  experience 
with  sub-standard  risks. 

Q.  Have  you  made  any  table  showing  the  nature  of  the  physical 
impairment  so  that  you  have  got  any  results  from  experience  as 
to  how  long  men  will  live  who  have  got  only  one  lung,  or  how 
long  men  will  live  who  have  consumption  in  the  family?  A.  All 
the  sub-standard  risks  are  classified  according  to  their  failings,  if 
you  wiii,  according  to  their  meeting  certain  requirements,  and  in 
that  way  we  arrive  at  what  should  be  done  with  that  particular 
risk. 

Q.  How  is  you  have  never  advertised  that  you  are  doing  this 
sort  of  business  ?    A.  Oh,  yes. 

Q.  Have  you?    A.  Oh,  very  greatly. 

Q.  Have  you  solicited  applications  from  people  who  are  im- 
paired? A.  Not  at  all  in  that  way.  It  would  come  in  the  ordi- 
nary business.  We  have  not  gone  out  and  said  to  a  man  with  one 
lung,  we  would  like  to  try  you,  but  every  man  feels  he  is  all 
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right  himself,  and  when  his  deficiency  is  shown  by  our  examina- 
tion he  is  advised :  "You  have  appHed  for  a  regular  policy ;  we  are 
not  able  to  give  it  to  you ;  we  can  give  you  one  of  the  sub-standard 
policies,"  and  that  man  then  reforms  his  contract  by  agreeing  to 
take  that  sub-standard  policy. 

Q.  It  is  what  fire  insurance  would  be  called  an  extraordinary 
risk?  A.  What  in  fire  insurance  would  be  called  an  extraordi- 
nary risk. 

Q.  And  on  the  whole  you  have  made  more  money  out  of  it 
relatively  than  you  have  out  of  the  old-fashioned  method  of  in- 
surance?   A.  Yes. 

Q.  Now,  as  I  have  said,  we  would  be  glad  to  have  further  light 
on  that  subject.  Do  you  know  whether  other  companies,  if  any, 
are  doing  that  business  in  New  York?  A.  I  think  the  Equitable 
Life  is  doing  some  now. 

Q.  Any  other?    A.  I  do  not  recall. 

Q.  Now,  Mr.  McCall,  I  want  to  call  attention  to  a  very  much 
discussed  question  of  deferred  dividends,  and  I  suppose  I  may  state 
that  perhaps  a  larger  part  of  the  correspondence  that  has  come  to 
this  committee  has  come  from  policyholders  who  object  to  the 
deferred  dividends  matter.  Perhaps  it  may  be  wise  to  ask  a  few 
questions  as  to  the  history  of  that.  The  adoption  of  these  differ- 
ent methods,  and  how  that  question  is  immediately  applied  to  the 
New  York  Life.  There  was  an  agitation  which  you  very  well  re- 
call, which  led  to  a  special  legislative  investigation,  I  think  in 
1882,  and  the  special  legislative  investigation  in  Ohio  growing  out 
of  the  combination  of  what  was  known  as  the  tontine  system. 
Will  you  briefly  state  what  the  pure  tontine  policy  is?  A.  Pure 
tontine  is  an  institution  of  French  origin,  having  been  first  pro- 
posed by  Lorenzo  Tonti  to  Cardinal  Mazarin  in  1663  and  put  in 
operation  by  Louis  XIV.  in  1689.  The  tontine  in  its  original  form 
was  made  a  government  loan,  in  which  the  premium  was  never  to 
be  repaid,  but  the  entire  interest  on  the  loan  was  to  be  divided 
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each  year  among  the  survivors  of  the  original  subscribers.  The 
first  tontine  which  the  French  Government  set  up  in  1669  ran 
on  to  1726,  when  the  last  beneficiary  died,  a  widow,  who  in  the 
last  year  of  her  life  enjoyed  an  income  of  $15,000  against  her 
original  investment  of  $60.  Other  government  tontines  succeeded 
this  in  France,  as  well  as  private  enterprises  of  the  same  kind, 
some  of  which  had  the  vicious  feature  of  the  confiscation  of  the 
principal  on  the  death  of  the  last  survivor,  while  all  of  them  had 
an  immense  lottery  element  involved  in  their  continuance  down 
to  the  last  life,  or  a  last  small  group  of  lives.  In  addition  to  these 
features  many  of  the  private  tontines  were  little  better  than  swin- 
dles. Notably  such  was  the  Tontine  La  Farge,  probably  the  larg- 
est ever  organized,  which  took  $13,000,000  from  credulous  invest- 
ors during  the  years  1 737-1 792  and  failed  soon  after.  Now,  that 
really  is  the  origin  of  the  so-called  tontined  principle,  that  French 
lottery  system. 

Q.  A  plan  under  which  a  lot  of  people  put  money  into  a  fund 
and  the  survivor  got  the  whole  of  it?  A.  And  they  bet  that  they 
would  be  the  last  man  to  live. 

Q.  And  the  last  man  got  the  whole  of  it?    A.  Yes,  sir. 

Q.  Or  the  last  two  ?    A.  Yes. 

Q.  Now,  will  you  please  explain  how  that  system  came  to  be 
applied  to  one  form  of  life  insurance  adopted  by  the  New  York 
Life,  and  to  what  extent  that  principle  was  applied?  A.  In  the 
postponement  of  the  division  of  the  profits.  Of  course,  the  Equi- 
table, as  you  know,  was  the  originator  of  the  tontine  system.  Mr. 
Hyde  was  the  man  who  conceived  that  principle  in  life  insurance, 
if  you  will. 

Q.  In  other  words,  policies  were  issued  for  a  term  of  years, 
might  we  say  ten  years,  and  the  people  who  died  before  the  expira- 
tion of  the  term  forfeited  everything  they  had  paid  in?  A.  For- 
feited everything  they  paid  in.     That  was  the  original  tontine. 

Q.  And  the  result  was  that  if  one  or  two  or  three  of  the  class 
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who  had  insured  under  that  plan  for  the  specified  term  of  years 
survived,  then  they  got  as  dividends  the  results  of  forfeitures  and 
surplus  from  those  who  dropped  out?    A.  Absolutely. 

Q.  So  that  it  held  out  to  a  man  who  went  into  the  tontine  sys- 
tem that  if  he  should  survive  he  would  get  a  very  handsome  re- 
turn in  the  form  of  surplus  on  his  policy  ?  A.  Yes,  sir ;  that  was 
practically  the  working  out  of  the  scheme,  so  I  think  that  the 
adaption  of  it  and  the  adoption  of  it  came  from  Mr.  Hyde's 
knowledge  that  a  new  company  like  the  Equitable  would  have  a 
very  hard  road  to  compete  with  the  greater  company  like  the  Mu- 
tual Life  paying  annual  dividends,  and  he,  having  smaller  assets, 
so  he  conceived  the  scheme  whereby  he  would  not  be  put  to  the 
test  of  paying  dividends  in  competition  with  this  older  company 
with  its  larger  assets  and  surplus.  That,  I  have  no  doubt,  from 
several  talks  I  had  with  him  during  his  lifetime,  was  the  reason 
of  the  adaptation  and  adoption  to  of  the  tontine  scheme  of  life  in- 
surance. 

Q.  Are  there  any  outstanding  pure  tontine  policies  now  in  the 
New  York  Life?  A.  I  had  a  list  made  up  not  a  great  while  ago, 
and  I  think  there  are  practically  none ;  within  a  year  or  two  they 
will  all  have  passed  out. 

Q.  N'ow,  after  that  came  a  modification  of  the  plan,  which, 
nevertheless,  still  embodied  the  feature  of  deferred  dividends. 
A.  Yes. 

Q.  Will  you  kindly  explain  briefly  what  that  modification  was, 
and  bring  it  down  to  the  present  plan  of  deferred  dividend  pol- 
icies? A.  The  present  plan  of  deferred  dividend  policies  has  no 
more  relation,  if  you  will,  to  the  original  tontine  plan  than  a 
whole  life  policy  would  have  to  a  term  insurance  contract,  for  this 
reason,  that  the  deferred  dividend  plan  of  to-day  in  any  contract 
guaranteeing  the  payment  of  the  money  provides  the  most  liberal 
repayments,  and — in  fact,  our  own  company,  if  I  may  speak  of  it 
— that  after  one  year's  premium  has  been  paid  there  is  absolutely 
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no  forfeiture  whatever  in  relation  to  the  contract  itself,  so  that 
a  man  with  a  tontine  policy  to-day  reads  right  in  his  contract  ex- 
actly how  much  he  can  borrow  on  it,  how  much  he  can  go  and 
obtain  as  the  cash  surrender  value,  if  there  is  no  loan  provided, 
and  all  that  he  forfeits,  if  you  will.  He  makes  his  contract  with 
you  that  he  will  pay  for  twenty  years  and  you  make  a  contract 
with  him  that  you  cannot  break,  and  after  that  time  there  will  be 
a  certain  division  of  profits.  Now  he,  for  some  reason  or  other, 
desires  to  stop,  and  his  contract  he  finds  can  go  to  that  company 
after  two  payments  have  been  made,  and  get  a  cash  surrender 
value,  paid  up  insurance,  surrendered  insurance,  and,  in  fact, 
he  is  given  much  more  in  the  way  of  compensation  for  money 
paid  in  than  any  law  in  the  United  States  provides  as  surrender 
value. 

Q.  Nevertheless,  there  is  an  advantage  to  those  who  survive 
the  twenty  years.  They  do  get  something  more.  There  is  some- 
thing deferred,  in  other  words?  A.  Mr.  McKeen,  the  result  of 
the  tontine  policies,  the  maturing  tontines,  the  results  show  that 
there  is  more  paid  to  a  tontine  policyholder  as  a  dividend,  many 
more  times  over,  than  would  be  paid  to  him  on  the  annual  dividend 
plan  during  the  same  time. 

Q.  In  the  attempt  to  get  some  light  on  the  practice  of  ascer- 
taining and  paying  out  dividends  under  your  deferred  dividend 
policies,  we  have  been  looking  through  your  reports  to  the  Ger- 
man Government,  which,  it  seems,  requires  very  much  fuller  re- 
turns from  the  American  companies  doing  business  there,  more  in 
detail  than  the  requirements  of  our  State  law,  and  we  have  found 
certain  figures  returned  by  your  company  to  the  German  Govern- 
ment which  I  confess  I  have  been  unable  wholly  to  understand, 
and  it  occurs  to  me  as  it  is  a  matter  that  seems  to  us  in  our  ignor- 
ance, important  to  put  upon  the  record  certain  records  made  from 
these  returns,  and  then  ask  from  you  such  explanation  as  there 
may  be.    These  figures  have  been  very  carefully  taken  from  the 
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papers  furnished  by  your  actuary,  but,  of  course,  chey  are  subject 
to  correction.  I  will  read  them,  and  then  predicate  some  ques- 
tions. It  appears  from  the  return  of  the  New  York  Life  to  the 
German  Government  as  follows  : 

THE  CHAIRMAN:  Of  what  date? 

MR.  McKEEN :  A  series  of  years.  These  are  taken  from  a 
series  of  returns. 

Q.  It  appears  that  the  company  has  reported  to  the  German 
Government  the  amount  of  surplus  added  yearly.  You  take,  for 
instance,   it  appears  that  the  policies  of  the  twenty-year  plan, 

1879  that  there  were  added  to  the  surplus  in  1898  $119,825.  The 
following  year,  being  the  expiration  period,  the  dividends  were 
apparently  paid  out.     Now,  of  the  twenty-year  policies  issued  in 

1880  the  amount  added  to  surplus  in  1893  was  $23,013.  The 
amount  added  to  the  surplus  the  next  year,  1899,  was  $122,195, 
the  next  year  paid  out.  Of  the  policies  issued  in  1881  in  1898  the 
amount  added  to  the  surplus  was  $32,040 ;  in  1899,  $33,274 ;  in 
1900,  $258,920;  paid  out  in  1901.  Of  the'  1882  policies  there 
were  added  to  the  surplus  in  1898,  $59,289 ;  1899,  $55,905 ;  1900, 
$59,563;  1901,  $565,407;  paid  out,  of  course,  in  1902.  In  1883, 
in  1898,  $83,919;  in  1899,  $82,070;  in  1900,  $79,639;  in  1901, 
$99,159;  in  1892,  $835,394;  paid  out  in  1903.  In  1898  added  to 
the  surplus  in  1898,  $61,637;  in  1899,  $63,109;  in  1900,  $59,322; 
in  1901,  $73,848;  in  1902,  $42,057;  in  1903,  $735,635,  and  paid  out 
in  1904.  I  will  not  read  all  the  others,  but  I  have  here  and  will 
farther  on  enter  upon  the  minutes  the  figures  as  to  the  fifteen- 
year  tontine,  twenty-year  accumulations.  The  point  that  puz- 
zled us  is  this:  It  appears  that  in  all  these  cases  that  the  re- 
turns that  you  have  made  to  the  German  Government  show  that 
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in  the  year  immediately  preceding  the  expiration  of  the  pe- 
riod the  amount  added  to  the  surplus  was  enormously  in  excess 
of  any  amount  added  for  any  of  several  preceding  years.  To 
repeat  and  take  the  crucial  instance,  the  twenty-year  Tontines 
issued  in  1884  you  added  to  the  surplus  in  1901  on  those  policies 
$73,848,  in  1902  $42,057  and  in  1903  $735,635.  Now,  will  you 
kindly  explain  how  this  enormously  increased  amount  of  addi- 
tions to  the  surplus  seems  to  have  been  made  every  time  in  the 
year  previous  to  the  maturity  of  the  tontine  period?  A.  In  a 
general  way  I  can  say  that  that  is  the  adjustment  in  the  final 
year  of  the  Tontine  from  all  the  groupings  has  produced  to 
make  up  the  dividend  payments  of  that  year.  I  would  myself, 
Mr.  McKeen,  be  absolutely  unable  to  take  up  these  figures.  Mr. 
Weeks  is  here  and  can  give  you  all  possible  information  on  that 
subject.  I  must  say  that  I  could  not.  I  could  not  take  those 
figures  and  explain  each  item  because  I  did  not  make  them  up, 
and  I  would  be  absolutely  ignorant  of  what  the  calculations  were 
that  made  the  various  payments  for  the  year. 

(The  statement  above  referred  to  is  as  follows:) 

NEW  YORK  LIFE  PRUSSIAN  AND  GERMAN  REPORTS. 
Twenty- Year  Tontines. 

Surplus  Added  In. 

Issued                         1898  1899        1900          1901         1902 

1879 119,825  Paid  out 

1880 23,013  122,195  Paid  out 

1881 32,040  33,274  258,920  Paid  out 

1882 59,289  55,005      59,563    565,407  Paid  out 

1883 83,919  82,070      79,639      99,159      835,394 

1884 61,637  63,119      59,322      73,848        42,057 
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Issued                          1898  1899         1900          1 90 1           1902 

1885 15,901  15,524      15,284      18,213        10,326 

1886 815  771           764          826            522 

1903  1904 
Paid  out 

1884 735,635  Paid  out 

1885 9,292  178,942 

1886 412  756 

Fifteen- Year  Tontines. 

1898    1899    1900    1901    1902 

1884 121,406  Paid  out 

1885 .       8,792       18,786  Paid  out 

1886 1,358        1,331        6,743  Paid  out 

Twenty- Year  Accumulation. 
Issued  1898         1899        1900  1901         1902 

1884 33,097      32,946      32,410      37,001        23,074 

1885 80,267      81,021      70,597      80,538        51,486 

1903         1904 

1884 203,167  Paid  out 

1885 44,364    541,083 

Fifteen- Year  Accumulations. 
Issued  1898         1899        1900  1901         1902 

1884 303,304  Paid  out 

1885 80,331    471,904  Paid  out 

1886 89,744      97,505    566,801  Paid  out 

1887. 105,224      98,301      89,930    615,292  Paid  out 

1888...., 140,200    131,648    123,661    153,770      635,961 

1889 ,..,160,148    154,126    137,678    163,687        86,702 

1890 130,593    123,346    107,266    121,185        64,974 

Issued  1903         1904 

1888  Paid  out 

1889 747,274  Paid  out 

1890 49,073    670,514 
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Ten- Year  Accumulation. 
Issued  1898         1899         1900  1901         1902 

1889 122,398  Paid  out 

1890 ZltT^^    143.105  Paid  out 

1891 33,060      28,294    123,864  Paid  out 

1892..... 26,012      24,301      19,572      60,299  Paid  out 

1893 31.905      21,469      21,276      27,660      129,972' 

1894 28,770      28,801      24,994      34.927        12,982 

1895 26,649      15.056      11,129      16,071  7,760 

Issued  1903        1904 

1893  Paid  out 

1894 158,753  Paid  out 

1895.. 3,066    127,525 

These  items  are  in  each  case  portions  of  the  totals  under  head 
"Apportionment  of  surplus  from  the  previous  year" — as  Head  6, 
b,  in  "Distribution  of  profits,  etc.,"  for  1904. 

Also  in  "Added  to  profit  Reserve"  in  "Profit  and  Loss  Ac- 
count." 

Q.  I,  of  course,  did  not  expect  you  to  remember  the  particular 
figures,  but  it  would  seem  as  if  a  matter  which  challenges  our 
surprise  would  be  something  that  you  would  necessarily  have 
discovered?  A.  Only  in  a  general  way  that  it  was  an  adjust- 
ment of  the  Tontine  at  the  end  of  the  year — the  adjustment  of 
the  maturing  tontine  in  the  year  of  maturity. 

Q.  Well,  but  does  not  your  amended  charter  require  that  these 
dividends,  whether  paid  out  or  not,  shall  be  ascertained  by  the 
company — yearly  ascertained?  A.  We  ascertain  the  divisible 
surplus  yearly,  and  that  entirely,  of  course,  is  a  matter  of  calcu- 
lation by  the  actuary  and  reported  to  the  board  as  to  how  much 
we  shall  add  to  this  fund  each  year  during  the  progress  of  the 
Tontine  period  and  the  Board  of  Trustees  and  the  officers  rely 
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absolutely  upon  the  figures  of  the  actuary,    as    to    how    much 
amount  shall  be  added  from  these  various  sources. 

Q.  Well,  of  course,  in  other  words  it  must  appear,  must  it 
not?  We  must  infer  from  these  figures  if  correct,  that  you  do 
not  carry  to  the  surplus  every  year  anything  like  what  the  divi- 
dend is?  A.  No.  The  amount  that  we  carry  each  year  is 
according  to  the  report  of  the  actuary,  adopted  by  the  Board,  as 
to  what  in  his  judgment  shall  be  allotted  each  year  to  the  class 
until  the  final  completion  and  the  final  payment  is  ascertained. 

Q.  Well,  the  effect  of  it  is,  is  it  not,  that  there  is  an  immense 
fund  which  is  a  part  of  the  surplus  which  the  company  practically 
feels  at  liberty  to  use  until  the  time  comes  when  there  has  got  to  be 
a  dividend  paid?  A.  Well,  practically  that,  if  you  will  permit  me 
to  say  this,  that  nowhere  in  the  New  York  Life  report  is  the  word 
"surplus"  used. 

Q.  Well,  what  do  you  call  it?  A.  We  call  it  reserves  for  the 
tontine  policies  and  then  finally  the  general  reserve  over  and  above 
the  liabilities  charged  by  the  State  to  losses  and  the  amounts  set 
aside  and  assigned  to  these  maturing  contracts,  it  being  a  New 
York  Life  Insurance  Company  principle  that  its  assets  belong  to 
its  policyholders  and  its  surplus  is  divided  among  these  various 
classes  so  that  you  will  find  on  reference  to  the  New  York  Life 
reports  for  the  last  five  years,  at  least,  that  the  word  "surplus"  is 
not  used  in  any  way,  but  we  do  divide  what  other  companies 
report  as  surplus,  the  amounts  assigned  to  each  of  these  classes 
5,  10,  15  and  20-year. 

Q.  And  you  do  carry  as  a  liability  in  your  company  the  agreed 
obligations  as  to  the  payment  of  surrender  values,  I  believe?  A. 
Yes,  sir. 

Q.  You  regard  them  as  liabilities  that  may  mature  and,  there- 
fore, you  must  provide  for  them?    A.  Absolutely. 

Q.  But,  nevertheless,  it  would  appear  to  me  that  under  the 
provisions  of  the  charter  which  seems  to  require  the  ascertainment 
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of  the  surplus  on  a  class  of  policies  every  year,  that  while  the 
company  is  not  obliged  to  declare  a  dividend  or  make  it  an  obli- 
gation to  the  particular  policyholders,  that  the  surplus  ascertained 
each  year  and  set  aside,  that  those  amounts  added  up  would  make 
the  entire  amount  at  the  end  of  the  period — would  not  that  seem 
to  be  so  ?  A.  Well,  it  would,  except  this,  that  the  company  always 
reserved  the  right  in  the  making  up  of  its  assets  and  its  state- 
ments that  there  shall  be  a  final  adjustment,  because  it  would  be 
impossible  to  tell  exactly  who  would  be  in  your  last  maturing 
class.  Now,  I  wish  for  the  purposes  of  the  record,  that  I  might 
be  permitted  to  state  this,  that  there  is  no  fund  of  the  Xew  York 
Life  of  any  kind  that  is  not  absolutely  assigned  to  classes.  We 
have  no  such  fund  as  a  surplus  fund,  that  may  be  used  for  any 
purpose  whatever,  for  any  motive  of  its  officers,  or  for  any  dispo- 
sition of  its  officers.  Every  dollar  of  our  ascertained  excess  you 
will  call  it  surplus,  if  you  please,  every  dollar  of  that  has  an  as- 
signed purpose,  and  the  laws  of  the  State  of  New  York,  although 
it  has  been  said  to  the  contrary, — the  law  of  the  State  of  Xew 
York  provides  to-day  that  there  shall  be  no  other  investment  of 
that  surplus  or  tontine  fund  that  does  not  pertain  to  every  other 
investment  of  the  company.  There  is  a  very  wide  notion  that  the 
obligations  of  a  life  insurance  company  on  its  deferred  dividends 
policies  may  be  invested  as  its  officers  please,  that  they  may  be 
held  in  any  fund  that  you  care  to  name.  It  is  not  true  at  all. 
The  investment  law  of  the  State  of  New  York  regulates  with  pre- 
ciseness  and  with  positiveness  every  investment  that  you  make,  no 
matter  whether  it  relates  to  reserves  or  to  liabilities  or  to  surplus, 
if  you  will,  so  that  when  you  get  to  a  certain  point  in  the  distribu- 
tion of  large  sums  where  there  appears  to  be  an  excess  in  that 
class  in  the  last  year  of  the  determination  it  is  nothing  more  than 
an  adjustment  in  the  entire  experience  of  the  company  in  paying 
out  the  moneys  of  that  year,  because  all  of  these  moneys  have  had 
their   previous   assignments   and   from   time   to   time,    either   by 
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classes  or  in  that  line  that  says  that  the  amount  held  for  all  other 

purposes  beyond  those  described  is  as  follows 

Q.  Well,  you  said,  in  answer  to  my  question  a  little  earlier  in 
the  day,  that,  as  a  rule,  you  got  the  money  to  meet  the  reserve  on 
the  first  year  of  the  policy  inasmuch  as  you  didn't  get  it  from  the 
premium,  they  all  being  used  up  in  expenses,  that  you  took  it  from 
the  surplus?  A.  Well,  I  did  use  the  word  surplus.  I  mean  by 
that  in  a  sense  the  moneys  to  pay  for  a  deficit  in  the  first  year's 
reserve,  from  the  moneys  the  company  has  in  hand  comes,  in  that 
line  which  you  will  find  "Reserve  for  all  other  purposes." 

Q.  Well,  having  taken  a  part  of  this  surplus,  or  considering  it 
reserved  against  those  first  year's  policies,  when  you  come  to  set- 
tle with  the  people  under  your  contracts  at  the  expiration  of  the 
deferred  dividend  period  you  have  to  get  their  share  back,  don't 

you,  from  some  source?    A.  

Q.  Where  do  you  get  that  from?  A.  All  the  surplus  over 
and  above  the  assigned  amounts  we  get  from  the  general  item 
— if  you  will  permit  me  to  refer  to  it  in  the  last  New  York's 
report  it  you  have  it  there — is  the  words  "reserve  to  provide 
for  all  other  contingencies,"  $8,461,000.  Above  all  our  liabili- 
ties of  every  kind  noted  in  this  report  we  have  $390,000,000 
of  assets  according  to  the  report  for  December  31,  1904.  On 
the  other  side  of  the  account  are  the  liabilities,  first,  the  re- 
serve on  the  policies  over  which  we  have  no  control  of  any 
whatever.  We  get  a  certificate  from  Albany  stating  what  our  pol- 
icy liability  is  and  we  have  no  right  to  change  it,  and  we  adopt 
these  figures,  and  that  amount  is  $336,000,000.  Following  that 
up  are  the  various  liabilties  for  loans,  then  we  subdivide  into  the 
various  tontines,  20,  15,  10  and  5  years,  then  so  much  for  the  an- 
nual dividends,  then  we  have  in  addition  to  that  a  reserve  to 
provide  for  all  other  contingencies  $8,461,000,  and  if  you  will 
permit  me  to  say  right  there,  Mr.  McKeen,  that  in  our  own  com- 
pany it  has  been  the  practice  for  the  past  two  years  that  the  New 
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York  Life  has  not  included  in  its  assets  in  any  way  an  amount 
equal  to  $8,000,000,  being  the  value  of  its  securities  at  a  market 
rate  above  their  cost  value,  and  that  does  not  enter  into  the  surplus 
in  any  way.  In  other  words,  if  our  statement  was  laade  up,  as 
those  statements  are  made  up  by  all  other  companies  generally, 
we  would  have  added  $8,000,000  to  our  assets  and  to  our  surplus 
accounts. 

Q.  Now,  to  go  a  little  further  on  the  subject  of  the  surplus,  I 
will  read  a  letter  received  from  one  of  your  policyholders.  I  can- 
not, of  course,  vouch  at  all  for  the  accuracy  of  it,  but  it  is  a  speci- 
men, if  I  may  say,  of  scores  of  letters  received  by  the  committee 
and  it  will  put  the  character  of  the  complaint  in  a  concrete  way. 

This  is  dated  October  3d,  just  received : 

"New  York,  October  3,  1905. 

"Hon.  James  McKeen, 

"Attorney  for  the  Armstrong  Ins.  Investigating  Committee, 
"40  Wall  Street,  New  York  City. 

"Dear  Sir : 

"I  have  paid  premiums  on  life  insurance  for  over  thirty  years 
and  have  given  some  thought  to  the  business.  My  object  in  writing 
you  is  to  most  respectfully  suggest  that  it  might  be  interesting  and 
profitable  to  inquire  into  the  matter  of  the  transfer  of  some  seven- 
teen million  dollars  ($17,000,000)  from  the  surplus  to  the  reserve 
fund  by  the  New  York  Life  Insurance  Company  some  years  ago. 
This  transfer,  as  I  remember  it,  was  made  for  the  purpose  of 
bringing  the  reserve  on  all  policies  of  that  company  then  in 
force  up  to  the  full  zY^  per  cent,  reserve  in  place  of  4  per  cent, 
which  was  at  that  time  the  standard  of  all  American  companies 
with  one  or  two  exceptions.     It  was  claimed  that  this  transfer 
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would  add  to  the  security  of  the  policyholder  and  really  make  no 
difference  to  him  in  the  end,  as  the  total  cash  value  of  his  policy 
at  the  maturity  of  the  deferred  fifteen  or  twenty  years'  dividends 
period  would  be  exactly  the  same,  the  reserve  being  higher  and 
the  dividend  correspondingly  lower  than  the  4  per  cent,  reserve, 
but  the  total  cash  value  just  the  same. 

"Now,  in  settling  these  life  and  limited  payment  life  contracts 
at  the  end  of  the  fifteen  and  twenty  year  dividend  periods  it  has 
been  the  rule  in  all  companies,  I  believe,  to  allow  as  a  guaranteed 
cash  surrender  value  the  full  reserve  held  by  the  company  in  the 
event  of  the  surrender  of  the  policy  at  that  time. 

"The  question  is,  has  the  New  York  Life  since  said  transfer 
allowed  or  oft'ered  to  allow  the  full  3}^  per  cent,  reserve  on  life 
and  limited  payment  life  policies  at  the  end  of  the  fifteen  and 
twenty-year  deferred  dividend  periods  ?  That  they  have  not  done 
so  the  following  statement  seems  to  prove,  viz. : 

"Policy  No.  361,777,  issued  by  the  New  York  Life  Insurance 
Company  June  18,  1890,  at  age  42,  amount  $5,000,  fifteen  pay- 
ment life  plan,  fifteen  deferred  dividends. 

"Cash  surrender  value  offered  June  13,  1905.  .   $2,815.50 
"Dividend,  June  13,  1905 974,65 


"Total  cash  value,  June  13,  1905 $3,790.15 

"The  cash  value  as  above,  $2,815.50,  is  the  full  4  per  cent,  re- 
serve of  the  'Combined  Experience'  table,  and  is  $135.60  less  than 
the  3;^  per  cent,  reserve  of  the  'American  Experience'  table 
which  was  to  be  used,  I  believe,  for  the  valuation  of  all  policies 
of  this  company  issued  prior  to  the  transfer  of  the  $17,000,000 
referred  to. 

"Now  what  became  of  this  $135,60?  Was  it  deducted  from  the 
reserve  and  added  to  the  dividend  for  the  purpose  of  bringing  it 
up  to  the  neighborhood  of  what  other  companies  pay  in  1905  on 
similar  policies?    If  you  will  examine  the  record  of  this  company 
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as  to  total  surplus  for  policyholders  for  the  past  several  years  and 
compare  this  with  the  enormous  increase  in  liabilities,  there  may 
seem  to  be  a  reason  for  such  a  transfer. 

"The  figures  as  to  amount  of  cash  value  and  dividend  given 
above  are  correct,  as  I  copied  them  from  the  statement  sent  out 
by  the  company.  The  policy  is  not  on  my  life,  but  on  that  of  a 
friend.  I  find  that  in  1904  policies  similar  to  the  above,  issued  in 
1889,  w^ere  settled  by  this  company  and  the  full  3^^  per  cent, 
reserve,  'American  Experience'  table,  allowed  as  a  cash  surrender 
value.  Why  the  change  to  the  4  per  cent,  reserve  in  1905,  except 
to  reduce  the  liabilties  and  to  increase  the  surplus  ? 

"Yours  very  truly. 


Q.  Will  you  kindly  explain  for  the  benefit  of  this  correspondent 
and  the  Committee — give  such  explanation  as  you  can?  A.  Yes. 
He  refers,  Mr.  McKeen,  to  a  transfer  made  several  years  ago,  of 
the  company  maintaining  a  higher  reserve  than  the  State  and  we 
endeavored  by  adopting  the  higher  reserve  of  3I/21  per  cent, 
before  it  was  the  State  Law;  it  is  now  the  State  Law  in  regard 
to  contracts  at  present  issued ;  to  have  in  hand  the  largest  sum 
of  money  to  meet  our  claims  under  the  most  conservative  law 
of  any  State.  The  Department  itself  in  receiving  that  report 
rather  objected  that  we  should  take  their  own  figures  under 
the  Law  of  this  State,  and  whatever  transfer  we  made  on  that 
account,  we  should  hold  absolutely  separately,  and  because  of 
the  confusion  of  the  thing,  we  adopted  the  New  York  Law  just 
as  the  law  stands,  and  took  the  liability  at  the  4  and  3%  per 
cent,  under  the  term  of  the  Law.  In  other  words,  we  were 
striving  to  maintain  a  higher  reserve,  and  put  aside  a  higher 
reserve  than  the  Law  of  this  State  gave.  Now,  that  contract 
that  you  speak  of,  by  the  number  of  the  policy,  it  shows  abso- 
lutely that  the  man  is  finding  fault,  and  it  is  generally  the  kind 
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of  man  that  you  find  in  that  letter— a  friend  of  a  policyholder— 
the  poHcyholder  himself  does  not  make  any  complaint,  you  know, 
and  probably  that  friend  is  the  agent  of  some  company,  so  he  comes 
in  to  find  why  the  New  York  Life  tried  to  do  a  conservative  thing 
some  years  ago,  and  why  now,  they  are  paying  a  certain  value  on 
the  basis  according  to  the  New  York  standard.  The  answer 
I  can  make  is  this,  that  it  did  not  make  any  difference  to  the 
New  York  Life  Insurance  Company  whether  that  $17,000,000 
was  in  its  reserve  liability  or  in  reserve  for  tontine  policies — not 
the  slightest  difference;  no  money  was  taken  out  of  its  assets; 
no  harm  was  done  anyone,  and  because  we  tried  to  be  stronger 
than  the  State  really  wanted  us  to  be,  he  is  now  trying  to  find 
fault  with  our  action. 

Q.  Let  us  see,  the  State  two  years  ago  in  the  interest  of  con- 
servatism changed  the  basis  under  which  a  company  is  per- 
mitted to  do  business  so  that  it  must  have  assets,  which  at  a 
lower  rate  of  interest  than  formerly,  will  meet  its  obligations.  A. 
Not  on  all  contracts. 

Q.  Not  on  all  contracts,  but  on  all  contracts  since  1901  ?  A. 
Yes. 

Q.  You  must  now  have  a  reserve,  which,  at  the  rate  of  3% 
per  cent,  will  at  the  period  of  expectation  meet  the  policy? 
A.  Yes. 

Q  And  the  State  has  also  substituted  the  4  per  cent,  for  the  old 
41/2?    A.  Yes. 

Q.  Which  also  increases  the  reserve  on  policies  prior  to  that 
date.  Now,  that  is  the  method  the  State  adopts  in  the  interest  of 
the  security  of  the  people  generally?    A.  Yes. 

Q.  And  if  you  have  entered  into  a  contract  with  a  man  prior 
to  that  legislation  under  which  you  fix  by  contract  a  certain 
value  of  his  reserve  on  the  414,  per  cent,  plan,  do  you  discover 
in  the  passage  of  the  law  anything  that  enables  you  to  depart 
from  carrying  out  that  contract?    A.  Not  at  all.     Of  course, 
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you  understand  in  the  41/0,  per  cent,  reserve  is  much  less  than 
in  the  s'l/s. 

Q.  Yes,  it  is  much  less,  but  the  point  of  the  complaint,  as  I 
understand  it,  is  that  you  have  made  a  distinction  favorable  to 
the  company  in  carrying  from  the  surplus  that  you  had  agreed 
to  pay,  something  into  the  reserve.  That  is  the  gist  of  the  com- 
plaint, and  it  is  so  universal  that  it  would  seem  to  have  some 
foundation.  A.  No-.  As  a  matter  of  fact,  take  on  one  side,  sup- 
pose, in  paying  a  surrender  value  to  a  man  we  should  take  the 
reserve  of  the  State  on  a  lower  basis,  and  say  it  was  fifty  dollars, 
and  his  surplus  we  will  say  was  twenty-five  dollars,  that  would 
be  seventy-five  dollars.  Now,  if  we  took  and  made  that  fifty 
dollars  sixty  dollars,  by  calling  it  reserve,  and  calling  the  surplus 
fifteen  dollars,  the  same  adjustment  would  be  made  as  though 
we  called  the  surplus  fifty  dollars  and  the  reserve  twenty-five 
dollars.  It  don't  affect  him  at  all.  The  effect  of  that  transfer 
was  nothing  else  in  the  world  but  to  help  the  New  York  Life 
as  being  understood  as  adopting  a  much  higer  reserve  than  the 
state  itself  asked,  and  if  we  transferred  it  from  surplus  amount 
to  reserve  amount  it  made  no  difference  in  the  end  so  long  as 
the  man  got  3I4,  P^r  cent,  reserve  and  no  surplus,  or  4  per  cent, 
and  the  amount  of  the  surplus. 

Q.  Of  course  it  is  a  matter  for  careful  mathematical  investi- 
gation and  I  did  not  intend  to  ask  you  further  on  it,  and  I  will 
only  ask  from  you  such  brief  explanation  as  may  seem  per- 
tinent.    A.  Quite  proper. 

Q.  Our  attention  has  been  called  to  this,  about  which  I  would 
like  to  ask  a  question:  It  has  been  stated  quite  authoritatively, 
and  I  think  indeed  it  appears  in  the  papers  of  the  company,  that 
in  connection  with  the  concessions  made  for  the  purpose  of  retain- 
ing your  hold  in  Germany,  the  German  Government  required  you 
to  make  a  special  discrimination  in  favor  of  Germans  in  military 
service  that  is  not  made  elsewhere.     Is  there  any  basis  for  that? 
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A.  Absolutely  none,  our  actuary  says,  if  you  will  adopt  his 
answer  as  mine. 

Q.  That  is  erroneous?  A.  That  is  erroneous.  There  is  no 
distinction. 

Q.  We  will  ask  him'  later  about  that.  A.  I  didn't  know  that 
there  was. 

Q.  Attention  has  already  been  called  that  the  company  makes 
a  similar  discrimination — not  similar  because  you  say  there  is 
none — but  made  a  discrimination  in  the  matter  of  a  Spanish  busi- 
ness in  favor  of  Spanish  soldiers,  which  were  denied  to  American 
soldiers  in  the  late  war.     A.  We  are  not  so  treasonable  as  that. 

Q.  Is  there  no  basis  for  that?  A.  No,  sir.  In  fact,  we  sided 
with  America  in  that.  My  son  advises  me,  if  you  will  accept  his 
answer — he  does — that  we  didn't  issue  a  policy  to  a  Spanish  sol- 
dier during  the  war,  so  there  couldn't  be  discrimination. 

Q.  The  matter  of  making  loans  on  policies,  we  would  like  at  the 
convenience  of  the  company,  we  have  already  called,  I  know,  at 
very  great  length  for  statements  which  have  been  very  cheerfully 
furnished,  but  there  are  a  few  more  which  I  will  ask  to  be  fur- 
nished at  your  convenience,  which  I  will  come  to.  Among  them 
we  will  want  to  have  the  form  oi  contract  entered  into  between 
the  company  and  policyholders,  to  whom  loans  are  made,  but 
subject  to  any  difference  that  may  appear  on  the  forms  of  con- 
tract, will  you  kindly  state  when  the  company  entered  upon  that 
branch  of  business,  loaning  to  its  own  policyholders.  A.  That 
was  in  our  policy  of  1892. 

Q.  Subject  to  the  revision  of  the  law  which  permits  it.    A.  Yes. 

Q.  Now,  in  a  general  way,  what  is  the  character  of  the  contract 
which  you  enter  into  ?    A.  With  the  policyholder  about  a  loan  ? 

Q.  For  a  loan,  yes.  A.  It  is  provided  absolutely  in  the  contract 
itself  just  how  much  he  can  borrow  after  every  premium,  and  he 
takes  the  policy  under  the  law  and  hypothecates  it  just  as  any 
other  collateral,  and  makes  the  agreement  and  agrees  to  pay  5 
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per  cent,  and  the  policy  itself,  and  the  note  is  lodged  with  the 
company. 

Q.  And  in  the  event  of  his  failure  to  pay  the  note,  or  pay  interest 
on  the  note,  what  is  the  remedy  the  company  reserves  to  itself? 
A.  Say  the  loan  was  $200  and  the  reserve  was  $400,  and  he  had 
failed  to  pay  the  interest  on  the  note,  we  would  add  up  the  interest 
on  the  amount  he  owed  and  give  him  the  difference  between  the 
surrender  value  and  what  he  has  borrowed,  just  as  he  might  elect 
under  the  contract  himself  to  take  paid-up  insurance  or  cash.  It 
is  determined  in  that  way ;  various  ways  of  determining  it.  Of 
course,  there  was  no  forfeiture  of  any  amount  of  money  because 
he  failed  to  pay  the  interest  on  the  note. 

Q.  You  figure  up,  in  other  words,  if  the  loan  is  not  paid,  or 
if  the  note  is  in  default,  the  then  value  of  the  policy.    A.  Yes. 

Q.  And  you  figure  up  what  is  due  on  the  note  and  you  figure 
up  the  surrender  value  of  the  policy  and  you  then  send  him  the 
check  for  the  difference?  A.  Yes,  we  give  him  the  cash  or  the 
difference  between  the  surrender  value  and  what  he  has  borrowed, 
plus  the  interest. 

Q.  Now,  of  course,  Mr.  McCall,  the  real  value  to  a  policy- 
holder, as  we  said  at  the  outset  of  this  inquiry  this  morning,  if 
his  life  is  impaired  is  very  much  greater  than  this  contract's  sur- 
render value.  Isn't  there  a  temptation  to  the  company  in  this 
business  of  loaning  to  be  rather  astute  to  forfeit  the  policy  if 
they  discover  that  the  life  is  impaired?  A.  No,  Mr.  McKeen, 
we  have  nobody  on  the  rolls  or  elsewhere  reporting  to  us  about 
impaired  risks.  That  is  a  lost  art  in  Hfe  insurance.  That  used 
to  prevail.  New  York  Life  to-day  would  scorn  to  send  anyone 
out  on  the  road  to  find  out  whether  its  risks  were  impaired  or 
not. 

Q.  I  didn't  mean  to  indicate  you  did  such  a  thing.  A.  It  used 
to  be  a  fact  with  companies  that  they  did  that  thing. 
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Q.  I  think  I  remember  the  Globe  Mutual  did  it.  A.  They  did 
it,  yes. 

Q.  My  question  is  not  intended  as  an  intimation  that  your  com- 
pany do  anything  of  the  kind.    A.  No. 

Q.  It  was  only  to  ask  whether  there  is  not  a  temptation  to  do 
it,  in  other  words,  whether  there  is  not  that  difference  between  the 
company  making  loans  on  its  own  policies  and  a  bank  making  a 
loan — in  other  words,  if  a  bank  makes  a  loan  on  an  insurance  pol- 
icy and  it  discovers  that  the  life  is  impaired  and  that  the  man  is  not 
going  to  live,  the  value  of  the  security,  of  course,  is  greatly  en- 
hanced, but  in  the  case  of  a  life  insurance  company  the  tempta- 
tion must  be,  if  they  honorably  can,  to  reduce  their  liabilities  in 
a  case  like  that,  is  it  not  ?    A.  No ;  we  make  no  such 

Q.  You  think  there  is  no  such  temptation  that  has  any  weight 
with  the  New  York  Life?  A.  No,  the^'e  is  no  such  effort  made 
by  us  at  all. 

Q.  Well,  you  are  aware  that  a  great  many  conservative  insur- 
ance people  strongly  object  to  the  law  which  permits  companies 
to  loan  on  their  own  policies?  A.  Well,  I  have  never  heard  that 
before. 

Q.  Haven't  you?    A.  No,  sir. 

Q.  Don't  you  remember  Mr.  Jacob  Green  strenuously  opposed 
it  in  the  Milwaukee  Convention  and  gave  reasons  for  it?  A.  Op- 
posed loaning  on  policies  ? 

Q.  Yes.  A.  Yes,  he  did,  you  are  right  about  that,  Mr. 
McKeen,  but  I  thought  you  meant  in  addition  to  that  that  now- 
adays there  was  a  feeling  among  business  men  against  loaning  on 
policies. 

Q.  I  meant  there  was  a  feeling  among  conservative  insurance 
men  against  it.  A.  Well,  Mr.  Green  was  so  ultra-conservative 
that  I  think  he  would  oppose  anything  he  did  not  originate. 
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BY  MR.  TULLY: 

Q.  How  general  is  the  rule  of  making  loans  upon  policies — 
how  generally  is  it  observed?  A.  We  loan  up  in  the  millions, 
thirty-six  millions.   Senator. 


MR.  McKEEN:     I  was  about  to  suggest  if  the  company  has 
any  questions  to  put  that  I  am  about  through. 


BY  MR.  TULLY : 

Q.  I  didn't  mean  so  much  the  amount  your  company  has  loaned, 
but  how  general  is  the  practice  among  life  insurance  companies  ? 
A.  Oh,  they  have  been  forced  to  adopt  that  system,  most  of  them, 
as  a  rule.  I  may  say  in  addition  to  that  the  alternative  is  there, 
a  loan  or  surrender  value,  which  is  practically  the  same  thing, 
only  a  loan  continues  the  policy  in  force,  and  the  surrender  value 
surrenders  it. 

Q.  Will  you  give  the  difference  in  premiums  on  the  ordinary 
risk  policy  and  the  sub-standard  risk?  A.  There  is  no  differ- 
ence in  premium.  Discrimination  is  not  made  on  premium.  I 
do  not  think  there  is  a  sub-standard  policy  where  there  is  a 
higher  charge.  It  is  there  a  lien  that  runs  over  in  the  advancing 
years  of  the  insurance. 

Q.  What  is  the  lien?  A.  It  depends  entirely  on  how  bad  the 
risk  is. 

Q.  That  is  according  to  the  risk.  A.  Yes.  When  this  med- 
ical examination  is  shown  and  accepted,  then  a  calculation  is 
made  of  just  what  percentage  of  risk  that  man  is,  and  it  is  taken 
according  to  that  plan. 
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BY  MR.  PRENTICE : 

Q.  Mr.  McCall,  I  recollect  hearing  you  say  that  there  was  an 
extra  premium  charged  in  addition  to  the  regular  premium  upon 
these  sub-standard  risks.  Am  I  correct  in  that  ?  A.  The  actuary 
advises  me  that  in  European  countries  there  is  such  a  method 
as  that  because  of  the  peculiar  mortality  there. 

Q.  Can  you  give  me  any  idea  as  to  the  proportionate  amount 
of  that  extra  premium  to  the  reguar  premium? 

MR.  McKEEN:  Mr.  McCall,  if  you  will  step  aside  for  a 
moment  I  think  we  will  ask  Mr.  Weeks  some  questions  now. 

THE  WITNESS :  I  wish  you  would,  because  he  is  more 
familiar  with  that  subject  than  I. 

RUFUS  WELLS  WEEKS,  called  as  a  witness,  and  being 
duly  sworn,  testified  as  follows: 

BY  MR.  McKEEN: 

Q.  Mr.  Weeks,  what  is  your  office  or  position  ?  A.  I  am  Chief 
Actuary  of  the  New  York  Life  and  one  of  the  vice-presidents. 

Q.  How  long  have  you  been  the  Actuary?    A.  Since  1885. 

Q.  Mr.  Weeks,  later  on  we  shall  have  a  good  many  questions, 
I  think,  to  ask  you,  somewhat  bearing  on  the  mathematical  prob- 
lems of  life  insurance,  but  without  attempting  now  to  go  into 
that,  while  the  subject  is  up  I  want  to  ask  if  you  will  be  kind 
enough  to  explain  the  matter  of  the  very  large  increase  in  addi- 
tion to  surplus  that  I  asked  Mr.  McCall  about,  that  appears 
from  your  returns  to  the  Prussian  Government.  I  think  you 
recall  the  figures.  A.  That  is  due  to  the  fact  that  what  we  call 
these  interim  allotments,  and  the  final  allotment  when  the  sec- 
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tion  of  policies  conies  to  its  maturity,  are  two  different  calcula- 
tions, that  they  have  no  relation  to  each  other.  The  aggregate 
of  the  interim  allotments  must  correspond  to  the  surplus,  the 
legal  surplus  that  we  have  in  hand,  and  that  legal  surplus  is 
necessarily  reduced  from  what  it  would  naturally  be,  by  what 
we  might  call  the  deficit  of  the  new  business,  that  is,  when  we 
issue  whatever  the  business  of  the  year  is,  the  acquisition  ex- 
penses in  that  business  are  such  that  there  is  not  any  money  left 
to  be  put  into  the  reserve,  and  the  State  requires  a  reserve  to  be 
put  up  on  that  new  business,  and  as  you  pointed  out  it  has  to 
come  from  somewhere,  and  it  comes  from  what  would  be  the 
surplus  on  this  running  sections  of  policies,  but  when  a  section 
has  come  to  its  maturity,  then  it  is  entitled  to  all  that  is  coming  to 
it,  including  its  share  of  these  advances. 

Q.  Then  you  do  not  attempt  each  year  to  determine  what  the 
addition  is  to  the  surplus  of  the  policy  as  it  runs  along?  A.  Of 
the  individual  policy? 

Q.  Yes.     A.  No,  sir. 

Q.  You  wait  until  the  policy  is  approaching  the  period  of  its 
maturity  and  then  you  put  up  a  comprehensive  system  of  finding 
out  what  the  surplus  ought  to  be  as  the  result  of  the  whole  his- 
tory?   A.  Yes,  sir. 

Q.  And  it  is  then  you  make  the  calculation?     A.  Yes. 

Q.  And  it  accordingly  results  that  we  find  that  there  is  an 
amount  to  be  added  or  set  aside  as  surplus  enormously  in  ex- 
cess of  the  estimates  that  you  have  set  aside  during  the  ad  in- 
terim years?     A.  Necessarily  so;  yes,  sir. 

Q.  Now,  I  find  in  the  amended  charter  which  the  New  York 
Life  adopted  under  the  revision  of  the  insurance  law  of  1892, 
the  charter  which  was  adopted  July  24,  1893,  among  other  things, 
this  provision  in  Article  VI,  Section  2 : 

"Distribution  of  surplus  earnings.  The  officers  of  the  com- 
pany, within  sixty  days,  subsequent  to  the  ist  of  January  of 
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each  year,  shall  cause  an  estimate  to  be  made  of  the  profits  and 
true  state  of  affairs  of  the  company,  as  near  as  may  be,  for  the 
preceding  year,  which  estimate  shall  be  conclusive  upon  all  per- 
sons entitled  to  a  share  of  the  distribution  of  surplus,  which 
shall  be  made  in  accordance  with  the  general  provisions  of  law, 
either  in  cash  or  in  reduction  of  premiums  or  in  reversionary 
insurance,  payable  to  the  policyholder  on  the  same  conditions  as 
therein  expressed." 

Q.  It  was  that  provision  which  led  me  to  ask  President  McCall 
why  you  had  not  adhered  to  it  in  practice.    A.  It  is  adhered  to. 

Q.  Then  you  think  there  is  nothing  in  that  which  compels  the 
ascertainment  each  year  of  the  surplus  earned,  whether  divided 
or  not?  A.  Certainly  not.  These  ad  interim  credits  have  nothing 
to  do  with  the  ascertainment  of  the  surplus  divisible. 

Q.  Well,  do  you  ascertain  the  real  surplus  each  year?  A.  We 
do,  the  real  surplus  divisible. 

Q.  In  what  sense  do  you  make  these  additions  to  surplus  which 
are  returned  to  the  German  Government?  A.  They  are  approxi- 
mate minimum  credits.  The  system  was  established,  in  the  first 
place,  simply  to  meet  a  requirement  of  the  Prussian  Government. 
We  had  always — at  least,  we  had  for  some  years — stated  what  we 
formerly  called  a  tontine  fund,  that  is,  a  fund  for  paying  divi- 
dends in  the  future,  and  the  Prussian  Government  required  that 
we  should  sub-divide  this  fund  according  to  these  sections  of 
policies,  that  is,  policies  that  were  issued  in  one  year  and  for  the 
same  period  would  be  considered  one  section  or  grouped  by  them- 
selves, and  the  Prussian  Government  required  we  should  say  that 
out  of  that  total  fund  so  much  belonged  to  each  of  these  groups. 
Therefore,  we  did  that,  but  there  was  nothing  in  our  law  that 
required  it,  and  nothing  in  our  own  by-laws  that  required  it. 

Q.  And,  of  course,  there  is  no  actual  setting  aside  in  the  com- 
pany any  distinct  fund  other  than  it  is  a  matter  of  bookkeeping 
entry?    A.  That  is  all. 
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Q.  The  assets  of  the  company  include  what  some  people  call 
the  surplus  and  is  all  kept  together  as  one  fund?    A.  Certainly. 

Q.  And  when  it  comes  to  a  matter  of  finding  out  what  any 
policy  is  entitled  to  you  mathematically  ascertain  it  by  computa- 
tion?   A.  Yes,  sir. 

Q.  Now,  without  going  extensively  into  matters  which,  as  I 
have  said,  we  would  perhaps  call  upon  you  to  explain  later,  we 
might  now  be  pardoned  for  asking  you  to  explain  a  little  more 
fully  the  methods  of  this  sub-average  insurance  ?    A.  Yes,  sir. 

Q.  Now,  it  has  been  explained  to  some  extent  that  your  method 
is  to  charge  a  loan  against  the  policy?  A.  What  is  called  a 
lien. 

Q.  A  lien  on  the  policy?  There  is  another  method  prevalent,  is 
there  not?    A.  Prevalent  in  English  companies  ordinarily. 

Q.  In  the  Equitable,  do  you  happen  to  know?  A.  Of  advanc- 
ing the  age  ? 

Q.  In  other  words,  the  practice  there  is  to  take  a  man  who 
can't  pass,  who  is  thirty  years  old,  and  the  company  says  it 
will  insure  him  if  he  will  consent  to  be  forty,  that  is  the  way? 
A.  Yes,  sir. 

Q.  Will  you  explain  further  what  the  method  is  of  charging  a 
lien  against  the  policy?  A.  Our  Medical  Board  have  tables  of 
impairments,  as  we  call  them.  That  is,  for  instance,  if  a  man  has 
had  both  his  parents  die  of  consumption  under  the  age  of  seventy, 
why,  that  is  a  certain  impairment  and  we  have  had  enough  cases 
of  that  kind  to  know  how  much  extra  mortality  that  involves,  so 
for  each  one  of  these  classes— there  are  several  hundreds  of  them 
— we  have  a  certain  method  of  determining  the  value  of  the  risk. 
That  is,  we  take  a  normal  risk  at  loo  per  cent.;  well,  we  might 
say,  then,  that  a  person,  both  of  whose  parents  died  under  seventy, 
was  150  per  cent.  And  then  at  the  rate  in  the  figures.  And 
that  would  mean  that  out  of  all  the  mass  of  insured  at  that  time 
one-half  as  many  would  die  each  year  as  out  of  the  normal  risks. 
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So  you  see  the  principle  is  a  certain  schedule  of  the  values  of 
risks,  ratings,  we  call  them.  These  ratings  run  from  80  per  cent., 
where  there  is  an  extraordinarily  good  risk,  an  exceptional  fam- 
ily history  and  nothing  the  matter  with  the  man;  he  might  be 
rated  as  80  per  cent.,  and  those  ratings  may  run  up  to  250,  300 
or  500  per  cent.  Now,  we  have  made  up  by  the  actuary  depart- 
ment a  table  of  liens  corresponding  to  those  ratings,  so  if  we  have 
a  man  of  forty  and  the  Medical  Board  says  his  rating  is  75  we  look 
on  our  table  of  liens  and  see  exactly  what  lien  ought  to  be  imposed 
on  that  man  for  the  character  of  policy  he  is  taking  so  that  he 
would  be  just  as  well  to  have  as  if  he  were  a  normal  risk  and 
had  a  normal  policy. 

Q.  These  tables,  you  say,  are  tables  your  Medical  Department 
has  prepared  from  your  own  experience?  A.  Not  entirely  from 
our  own  experience,  but  from  other  statistics  we  have  obtained. 

Q.  Do  you  think  there  are  statistics  enough  to  frame  any  rate 
of  premium  on  lives  of  that  kind  that  can  be  called  scientific?  A. 
Well,  the  proof  of  the  pudding  is  in  the  eating,  Mr.  McKeen.  Our 
pudding  eats  all  right. 

Q.  You  have  made  a  great  deal  of  money  out  of  these  policies? 
A.  No,  sir,  we  don't  make  any  money  out  of  the  business  at  all. 

O.  Do  you  mean  the  deaths  have  increased?  A.  No,  I  mean 
whatever  the  business  realizes  more  than  the  reserve  is  going 
to  be  paid  back  to  those  policyholders  as  their  periods  mature, 
and  from  present  indications  there  will  be  considerable  paid  to 
them. 

BY  MR.  TULLY: 

Q.  Is  such  an  impairment  table  in  general  use  among  all  com- 
panies? A.  I  believe  not.  It  is  original  with  us;  as  far  as  I 
know  no  other  company  has  it. 
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BY   MR.    McKEEN: 

Q.  Mr.  Weekes,  you  are  quite  aware  of  the  very  earnest  criti- 
cisms made  about  the  deferred  dividend  system?    A.  Yes,  sir. 

Q.  I  assume,  of  course  we  must  assume,  that  you  are  in  favor 
of  it?    A.  Yes,  I  am. 

Q.  Well,  will  you  very  briefly  say  why  you  think  that  is  a  bet- 
ter system  than  a  system  which  would  ascertain  the  surplus  or 
amount  in  excess  of  the  cost  of  insurance  each  year  and  credit 
it  each  year  to  the  policyholder?  A.  That  is  what  is  called  the 
annual  dividend  system. 

Q.  The  annual  dividend  system?  A.  Well,  the  deferred  divi- 
dend system  is  better  for  a  good  many  reasons. 

Q.  \'\'ill  you  kindly  state,  without  giving  us  too  long  an  essay 
on  the  subject,  briefly  what  the  arguments  for  it  are?  A.  It  is 
a  more  attractive  system ;  the  agents  find  it  easier  to  insure  people 
on  the  deferred  dividend  system,  therefore,  it  is  easier  to  make 
the  company  grow  larger.  You  can  insure  a  great  many  lives  on 
that  system  which  you  probably  could  not  touch  at  all  on  the 
annual  dividend  system  through  the  appeal  to  the  commercial 
man's  natural  selfishness.  Then  after  you  have  got  them  insured 
it  is  easier  to  keep  them  insured  because  they  have  the  inducement 
ahead  of  them  of  the  surplus  to  come  if  they  continue,  which  they 
lose  if  they  don't  continue.  Those  are  the  two  business  reasons  in 
favor  of  the  system,  but  you  may  also  call  them  philanthropic 
reasons,  the  reasons  having  the  general  welfare  in  consideration, 
because  of  course  it  is  to  the  general  welfare  that  all  men  of  the 
country  whose  lives  have  a  protective  value  to  their  family  should 
be  insured,  and  any  insurance  that  will  bring  out  a  certain  fraction 
of  those  lives  is  of  course  of  benefit  and  ought  to  be  encouraged  by 
the  state. 

Q.  What  proportion  of  the  holders  of  deferred  dividend  poli- 
cies, roughly  speaking,  terminate  their  relations  with  the  company 
at  the  expiration  of  the  period  ?     That  is,  take  their  dividends  and 
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also  take  their  surrender  value  and  get  out?  A.  Well,  of  course, 
all  those  that  have  what  we  call  endowment  policies,  maturing  at 
that  time  have  to  do  so. 

Q.  Why  certainly.  A.  Those  that  have  life  policies — that 
varies  with  different  years;  I  should  think  on  the  average  two- 
thirds.  That  is  subject  to  correction,  but  I  should  think  on  the 
average  two-thirds  take  their  entire  cash  value. 

Q.  Then  two-thirds  of  the  people  that  are  insured  on  this  plan 
have  really  only  given  to  their  widows  and  children  the  advan- 
tage of  insurance  during  the  period?  A.  During  the  period  of 
twenty  years. 

Q.  Nothing  is  laid  up  and  nothing  is  saved  up  for  the  benefit 
of  the  dependents  ?  A.  Well,  but  they  take  the  cash  value  of  the 
policy ;  that  may  be  the  face  of  the  policy. 

Q.  Yes,  but  the  man  gets  it  himself?  A.  Yes,  the  man  gets  it 
himself,  but  it  is  to  be  presumed  he  will  re-invest  it. 

Q.  Do  you  thing  that  is  a  fair  presumption?  A.  Yes,  sir;  I 
think  so. 

Q.  Wouldn't  he  be  liable  to  continue  it  if  he  was  generously 
inclined  ?    A.  Some  insure  again. 

Q.  You  said  one  of  the  benefits  was  that  this  appealed  to  the 
selfish  man,  and  is  it  not  one  of  the  principal  boasts  of  life  insur- 
ance that  it  is  a  beneficient  system  and  appeals  to  the  obligation 
on  the  part  of  man  to  provide  for  his  dependents  ?  A.  Yes.  You 
have  to  appeal  to  them  also  to  their  selfishness ;  you  have  to  appeal 
to  all  kinds  of  motives  to  get  business.  You  must  appeal  to  sel- 
fishness as  well  as  to  moral  motives. 

Q.  It  would  seem  that  the  appeal  to  selfishness  is  to  do  some- 
thing good?    A.  Well,  the  good  element  comes  in  incidentally. 

Q.  Why  should  the  company  pay  its  agents  higher  commissions 
for  writing  that  kind  of  policy?  A.  One  reason  is  because  they 
will  get  more  renewal  premiums  to  cover  the  first  commissions. 

Q.  Well,  don't  you  pay  them  absolutely  more,  don't  you  rather 

1446 


Testimony  of  Rufus  Wells  Weeks 

encourage  your  agents  to  get  that  kind  of  policy  rather  than  the 
ordinary  policy  ?  A.  We  pay  a  higher  commission — not  a  higher 
commission ;  we  pay  a  renewal,  one  renewal  on  the  deferred  divi- 
dend business  which  we  do  not  on  the  annual  dividend  business, 
but  that  isn't  a  very  great  difference  and  it  is  not  any  more  than  is 
represented  by  the  extra  privilege  that  we  will  expect  these  future 
premiums,  which  really  we  must  count  on  in  order  to  pay  this 
commission. 

BY  THE  CHAIRMAN: 

Q.  }>Ir.  Weeks,  why  is  it  you  pay  the  largest  commission  for 
the  business  you  say  is  the  easiest  gotten?  A.  I  don"t  think  we 
pay  any  higher  commissions  than  we  have  to  pay  to  keep  the 
agents  at  work. 

Q.  Don't  you  pay  a  higher  commission  on  the  first  premium 
policies  than  you  do  on  other  policies?  A.  Yes — yet  as  I  say 
there  is  no  difference  in  the  first  commission,  there  is  a  slight 
difference  in  the  fact  that  the  agent  who  writes  an  annual  divi- 
dend policy  does  not  get  that  renewed  on  the  other 

Q.  Is  there  any  policy  on  which  you  pay  less  than  sixty  per  cent 
in  the  initial  premium?    A.  Yes,  we  pay  that  on  very  few  policies. 

Q.  But  what  are  the  general  classes  of  policies  on  which  com- 
missions are  paid  and  what  are  the  rates  upon  those  classes  ?  A. 
Well,  I  am  subject  to  correction  in  this  because  I  am  not  familiar 
absolutely  with  the  commission  rates,  they  come  under  the  agency 
department,  but  the  normal  commission  is  40  per  cent. 

Q.  Upon  what  class  is  it  40  per  cent  on  the  initial  premium? 
A.  On  ordinary  life  policies,  twenty  payment  life  policies  and 
twenty  year  endowment  policies,  but  we  pay  50  or  60  per  cent 
according  to  the  amount  of  insurance  that  the  man  writes,  as  I 
understand  it. 
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Q.  I  am  talking  about  the  first  commission.  A.  Yes,  the  first 
com-mission. 

Q.  Do  you  mean  the  relative  proportion  of  the  first  premium 
that  is  given  to  the  agent  depends  upon  the  size  of  the  policy? 
A.  Upon  the  amount  of  business  he  does. 

Q.  Entirely?     A.  Yes,  largely. 

Q.  Do  you  say,  Mr.  Weeks,  that  the  commission  is  not  greater 
to  an  agent  for  writing  a  policy  in  which  there  is  a  deferred 
dividend  clause  or  provision  than  upon  an  ordinary  life  policy? 
A.  No,  the  first  year's  commission  is  the  same,  but  the  agent 
who  writes  a  deferred  dividend  policy  has  a  clause  in  his  con- 
tract providing  for  another  commission  on  the  second  premium 
providing  he  writes  a  certain  amount  of  business.  I  do  not  re- 
member the  particulars,  but  he  has  a  certain  amount  on  the 
second  premium,  but  if  he  writes  an  annual  dividend  policy  he 
does  not  get  that. 

Q.  I  do  not  understand  yet,  since  you  say  that  the  deferred 
dividend  plan  is  the  easiest  kind  to  write,  why  you  should  offer 
the  greatest  inducement  to  the  agent  to  get  the  easiest  kind  of 
business  ?  A.  We  do  not  offer  him  any  greater  inducement  than 
we  have  to  to  get  that  business. 

Q.  But  you  still  say  it  is  the  easiest  business  to  get,  don't  you  ? 
A.  Yes,  but  I  do  not  see  the  point  exactly.  I  say  our  main  busi- 
ness almost  is  deferred  dividend  policies.  The  annual  dividend 
is  a  very  small  factor  in  our  business.  We  do'  not  pay  agents 
any  more  than  we  must  pay  them  in  the  general  state  of  the 
market  to  get  them  to  do  our  work. 

Q.  Why  do  you  pay  them  the  most  for  getting  the  easiest 
business  than  they  get  ?  A.  I  do  not  see  that  the  point  comes  up 
at  all.  We  are  writing  deferred  dividend  business  and  paying 
as  little  commission  as  we  can,  and  we  also  have  the  annual 

Q.  But  you  pay  more  for  deferred  dividend  business  relatively 
than  for  that  whrch  is  not?     A.  Put  it  the  other  way.     Say  we 
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pay  a  little  less  for  the  annual  dividend  business.  We  do  not 
want  the  annual  dividend  business. 

Q.  You  pay  less  for  the  annual  dividend  business  ?     A.  Yes. 

Q.  Then  you  pay  less  for  the  business  that  is  harder  to  get? 
A.  Yes. 

O.  And  pay  more  for  the  business  that  is  easier  to  get?  A. 
Well,  you  can  put  it  that  way. 

Q.  Why  do  you  pay  more  for  the  business  that  is  easier  to  get? 
A.  We  do  not  compare  the  two-  things  in  that  way. 

Q.  But  whether  you  do  compare  them  or  not,  what  reason 
is  there  for  it?  A.  There  is  no  reason,  there  is  no  connection 
between  those  things. 

Q.  There  is  no  reason  that  you  can  give  then?  A.  There  is 
no  reason  that  I  can  give. 

BY  MR.  ROGERS: 

Q.  You  stated  that  you  do  not  want  the  annual  dividend  busi- 
ness. Why  not?  A.  Because  we  think  the  deferred  dividend 
business  is  a  better  kind  of  insurance. 

Q.  For  whom?     A.  For  everybody  concerned. 

Q.  Why  ?  A.  I  have  given  you  two  of  the  reasons.  Another 
reason  is  that  it  is  not  possible  for  a  company  to  do  a  large  new 
business  on  the  annual  dividend  business  system,  not  nearly  as 
large  as  it  can  on  the  deferred  dividend.  As  already  pointed  out, 
the  acquisition  expenses  are  so  great  that  you  have  not  got  the 
money  on  hand  to  even  put  up  3'our  reserve  at  the  end  of  the 
first  year  which  the  State  requires,  and  that  being  so,  this  reserve 
on  the  new  business  must  necessarily  reduce  what  otherwise  would 
be  the  surplus  of  the  company.  If  your  business  is  all  annual 
dividend  business  that  reduces  possible  annual  dividends  right 
away,  so  the  larger  new  business  you  do  the  smaller  dividends 
you  could  pay  if  it  was  annual  dividends,  but  if  it  was  a  deferred 
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dividend,  the  large  new  business  does  not  need  to  affect  the 
business  at  all  because  your  account  can  be  so  kept  that  it  is  only 
the  original  expense  that  affects  the  final  dividends  of  that  year, 
and  it  is  not  affected  by  the  intermediate  year's  expenses. 

Q.  Then  the  overwhelming  desire  which  seems  to  actuate  the 
policy  of  the  company  is  the  desire  to  obtain  new  business?  A. 
Precisely,  that  is  what  we  are  in  the  world  for,  to  insure  lives. 

Q.  Is  it  not  a  fact,  Mr.  Weeks,  that  the  companies  have  run 
mad,  if  I  may  use  the  expression,  in  the  race  for  new  business, 
so  that  the  interests  of  the  policyholders  who  are  already  in  the 
company  have  to  some  extent  been  lost  sight  of?  A.  No,  sir; 
it  is  not  the  fact. 

Q.  Did  you  see  a  table  of  figures  that  was  published  yester- 
day, I  think,  or  the  day  before,  and  I  think  in  the  New  York 
World,  which  gave  certain  tabulations  with  reference  to  the 
New  York  Life,  showing  what  was  held  out  as  the  probable  re- 
turns upon  policies  through  policyholders  in  1890 — I  remember 
one  year — and  what  the  actual  realization  had  been,  which  were 
all  of  them  less  than  the  anticipations  given  to  policyholders 
some  years  ago.  Did  you  see  that  table?  A.  I  saw  there  was 
such  a  table,     I  did  not  examine  it  at  all. 

O.  Was  it  not  of  sufficient  interest  to  you  to  examine  it?  A. 
No,  it  was  not. 

Q.  It  was  very  interesting  to  me.  A.  Well,  I  would  be  very 
glad 

Q.  I  would  be  very  glad  to  know  if  it  was  accurate,  and  if  not, 
wherein  it  was  inaccurate.     A.  I  will  look  it  up  and  see. 

O.  It  is  rather  surprising  to  me  if  it  was  not  of  interest  to 
you.  A.  You  woud  not  have  time  to  do  your  business  if  you 
read  everything  in  the  papers  now. 

Q.  That  is  part  of  the  business  of  the  Committee  just  now,  and 
it  is  of  great  interest  to  the  public.     A.  I  will  look  it  up. 
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BY   MR.    TULLY: 

Q.  When  a  twenty-payment  policy  matures  do  you  sometimes 
insure  the  insured  at  the  same  premium  he  was  originally  insured 
at  for  the  sake  of  holding  him?    A.  No. 

Q.  Never  do  that?    A.^No. 

BY   MR.    HUGHES: 

Q.  Your  answer  has  suggested  some  questions  I  would  like 
information  upon.  I  understand  you  favor  the  deferred  dividends 
in  order  that  you  may  have  a  fund  to  draw  upon  to  meet  the  ex- 
penses of  obtaining  new  business?  A.  I  did  not  say  that.  I  said 
I  favored  them  because  it  made  it  possible  to  do  a  large  new 
business  without  reducing  the  dividends  to  the  policyholders, 
without  hurting  the  old  policyholders. 

Q.  Then  do  I  understand  it  would  not  be  possible  to  do  a  large 
new  business  without  reducing  dividends  to  policyholders  if  you 
did  your  business  on  an  annual  dividend  basis?  A.  Yes,  sir,  it 
would  be  impossible. 

Q.  Do  you  recall  a  question  having  arisen  in  1903  between  the 
Paris  office  of  your  company  and  the  home  office  in  regard  to  the 
reasons  for  the  comparatively  small  increase  in  surplus  for  the 
prior  year  ?    A.  I  do  not  recall  that. 

Q.  (Handing  paper)  I  would  like  to  ask  you  if  that  is  a  copy 
of  the  letter  written  by  the  actuary  of  the  New  York  Life  Insur- 
ance Company  to  Vice-President  Ingersoll  of  the  Paris  office? 
A.  Yes,  sir. 

MR.  HUGHES :  I  offer  that  in  evidence  and  will  read  it  upon 
the  record. 

(Paper  marked  Exhibit  237  and  read  by  Mr.  Hughes.) 
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Q.  Now  it  is  a  fact  as  stated  here,  is  it  not,  putting  on  the 
books  as  much  new  business  as  was  written  in  the  years  1900  to 
1902  involved  the  borrowing,  as  it  is  put,  of  about  fourteen 
million  dollars  from  the  surplus  ?  A.  It  is  not  really  a  borrowing, 
it  is  in  a  theoretical  sense,  it  is  a  borrowing.  The  whole  trouble 
comes  from  the  law  which  requires  us  to  put  up  a  reserve,  when 
really  there  does  not  any  reserve  exist. 

Q.  Yes,  but  as  a  matter  of  fact  you  do  take  from  the  accumula- 
tions which  you  have  on  hand  at  a  certain  time  in  order  to  pay  the 
expense  of  writing  new  business,  a  large  amount  of  money?  A. 
No,  I  should  not  put  it  that  way.  I  should  say  we  paid  the  ex- 
penses out  of  the  premiums  received,  but  we  took  from  the  money 
already  in  hand  the  necessary  money  to  put  up  the  reserve. 

Q.  Well,  divide  it  one  way  or  the  other.  A.  There  is  quite  a 
difference. 

Q.  To  comply  with  the  law  to  get  the  new  business?  A. 
Actually,  yes. 

Q.  To  pay  the  expense  of  getting  it,  you  found  it  necessary  to 
encroach  to  the  extent  mentioned  upon  your  accumulation  which 
you  call  surplus?  A.  Yes,  that  happens  with  every  company 
every  time  they  write  a  new  policy. 

Q.  Is  there  a  point  at  which  there  is  a  disadvantage  to  old 
policyholders  to  obtain  new  insurance,  is  there  any  such  point 
conceivable  ?  A.  Well,  yes,  if  you  paid  so  much  for  new  business 
that  it  forced— that  it  anticipated  more  than  the  value  of  the 
future  loading  there  was  going  to  be  on  that  same  new  business, 
then  it  would  be  a  damage  to  the  old  policy  holders. 

Q.  It  would  to  a  considerable  extent  depend  upon  the  expense 
incurred  in  getting'  the  new  business?  A.  Entirely  so  I  should 
say. 

Q.  Mr.  McCall  called  attention  a  moment  ago  to  the  serious  re- 
sult of  extravagant  expenditures  in  connection  with  certain  com- 
panies some  years  ago.     You  still  recogtiize  the  fact  that  the 
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amount  of  money  expended  in  getting  new  business  is  a  very 
serious  question,  don't  you?     A.  Yes. 

Q.  I  want  to  follow  that  along  and  see  just  to  what  extent  you 
do  encroach  if  at  all  upon  your  accumulation  in  getting  new  busi- 
ness under  your  present  rate  of  expense.    A.  Yes. 

Q.  As  that  subject  has  been  a  matter  referred  to  in  many  com- 
munications which  the  Committee  has  received.    A.  Yes. 

Q.  You  have  furnished  me  with  a  gain  and  loss  Exhibit  for  the 
year  ending  December  31,  1903,  and  you  state  that  the  total  ex- 
penses chargeable  to  the  business  of  that  year  called  First  Year 
Business,  amounted  to  $10,785,575.    A.  Yes. 

Q.  That  is  right?    A.  Yes. 

Q.  Of  which  $6,564,180  was  for  commissions  paid  for  the 
business?    A.  Yes. 

Q.  And  $4,221,395  other  expenses  properly  applicable  to  the 
new  business  of  that  year?    A.  Yes. 

Q.  Now  the  amount  which  was  loaned  upon  the  premiums  re- 
ceived upon  that  new  business  for  that  year  amounted,  as  you 
have  stated  here,  to  $3,085,640?    A.  Yes. 

Q.  By  that  you  mean  that  the  new  business  of  that  year  in  the 
percentage  of  loading  contributed  to  the  expenses  of  that  year  the 
amount  stated  ?    A.  Yes. 

Q.  And  if  you  deduct  $3,085,640  just  received  from  the  total 
amount  of  expenses  chargeable  to  the  first  year's  business  of 
$10,785,575,  you  have  about  $7,700,000?    A.  Yes. 

Q.  Which  the  new  business  of  that  year  has  cost  over  and 
above  what  has  been  collected  out  of  its  premiums  for  the  purpose 
of  defraying  the  expenses  of  that  year?    A.  Yes. 

Q.  And  in  these  expenses  charged  against  the  business  of  the 
first  year  you  have  not  included  any  of  the  general  expenses  of 
management,  I  understand  ?    A.  I  think  not. 

Q.  Only  the  expenses  which  pertain  to  the  acquisition  of  the 
business?    A.  I  believe  so. 
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Q.  Direct  expenses  in  payment  of  commissions  and  indirect 
expenses  in  connection  with  branch  offices  and  small  amounts? 
A.  Yes. 

Q.  That  sum  of  $7,700,000  which  went  to  agents  and  o'thers 
for  writing  that  new  business  came  out  of  the  company's  general 
accumulations,  did  it  not  ?  A.  I  would  rather  say  that  the  reserve 
we  had  to  put  up  came  out  of  the  accumulation.  I  think  the 
whole  ten  million  dollars  came  out  of  the  thirteen  million  dollars. 
Of  course  these  are  matters  of  theory  entirely. 

Q.  I  think  it  is  a  matter  of  practice.  A.  The  money  goes  into 
one  box  and  comes  out  of  the  same  box.  You  can  say  the  ten 
million  dollars  comes  out  of  new  money  or  out  of  old  money. 

Q.  The  concrete  situation  is  that  on  the  31st  day  of  December, 
1902,  you  have  a  certain  amount  of  money  secured  for  certain 
policy  holders?     A.  Yes. 

Q.  And  those  policy  holders  have  certain  rights  with  reference 
to  these  accumulations.  Now,  in  the  year  1903,  you  paid  to  get 
new  business  ten  million  dollars,  and  the  premiums  on  that  busi- 
ness are  loaded  so  as  to  contribute  to  the  expenses  of  the  year 
something  over  three  million  dollars  and  you  have  $7,700,000 
which  out  of  your  box,  as  you  express  it,  has  been  paid  to  get 
the  new  business.    That  is  rig'ht,  is  it  not?    A.  Yes. 

Q.  Now,  I  understand  that  there  are  certain  advantages  in 
having  new  business.  For  example,  the  mortality  rate  on  new 
and  specially  examined  risks  is  somewhat  lower,  is  it  not,  than 
it  is  on  the  average  risks  distributed  over  a  long  period  carried 
by  the  company?  A.  Yes,  but  I  do  not  consider  that  any  ad- 
vantage to  the  old  policyholders  because  under  the  deferred 
dividend  system  the  advantage  of  that  would  accrue  to  the  gener- 
ation of  policyholders  in  which  the  saving  happened. 

Q.  If  under  an  annual  dividend  system  you  would  consider  it 
of  some  advantage?  A.  No,  I  do  not  think  it  would  be.  It 
would  not  offset  the  cost  of  new  business. 
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Q.  I  did  not  know  but  what  you  might  suggest  that  there  was 
a  gain  to  the  old  policyholders  in  having  paid  out  of  the  amount 
which  has  been  received  by  the  company  from  new  business  a  less 
payment  required  on  account  of  deaths  than  had  been  expected; 
in  other  words,  a  greater  saving  on  mortality  with  the  fresh 
risks  than  on  the  older  risks?  A.  I  do  not  think  that  is  any 
net  advantage. 

Q.  You  do  not  think  that  is  any  net  advantage?  A.  No,  not 
against  the  cost  of  the  business. 

Q.  Well,  then  there  may  be  an  advantage  with  regard  to  the~ 
lapsing  of  new  business  by  reason  of  less  being  paid  upon  sur- 
render values  than  had  been  calculated  perhaps.  Is  that  so? 
A.  That  would  not  accrue  to  the  old  policyholder  under  the 
third  dividend  system,  it  would  accrue  to  the  generation  under 
which  it  happened. 

Q.  So  you  would  not  say  there  was  any  advantage  to  the  com- 
pany in  that  at  all?  A.  You  are  speaking  of  the  old  policy- 
holders ? 

Q.  Yes,  of  the  holders  that  exist  at  a  particular  time  ?  A.  No, 
I  do  not  think  it  would. 

Q.  May  I  take  one  more  year  to  see  that  there  is  any  average 
to  be  pointed  out .  A.  Let  me  say  there  is  one  normal  ad- 
vantage to  the  policyholders  in  a  large  new  business,  and  that 
is  a  decrease  in  the  average  percentage  of  general  fixed  charges. 
There  are  some  things  that  are  not  increased  in  proportion.  Some 
expenses  are  not  increased  in  proportion  to  the  volume  of  in- 
surance in  force,  and  those  expenses  ought  to  be  decreased  pro- 
portionately to  the  premiums  as  you  get  a  larger  business.  For 
instance,  you  do  not  have  to  pay  quite  as  high  a  rent  if  you  have 
a  thousand  million  dollars  in  force  as  if  you  only  had  five  hundred 
million  dollars  in  force. 

Q.  But  these  old  policyholders  have  level  premiums  ?    A.  Yes. 

Q.  And  are  paying  a  certain  amount  right  along?    A.  Yes. 
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Q.  And  the  policyholders  on  your  books  to-day  are  going  to 
pay  a  certain  amount  whether  you  write  any  new  business  or  not  ? 
A.  Yes. 

Q.  And  your  total  expenses  in  1904  were  $19,543,000  and  of 
that  expense  of  writing  the  new  business  of  the  year  1904,  that 
is  the  direct  expense  in  commissions  and  other  expenses  apart 
from  the  general  expenses  of  management,  amounted  to  eleven 
million  dollars?    A.  Yes. 

Q.  In  other  words,  the  expenses  of  your  company,  apart  from 
the  expense  directly  attributable  to  new  business  in  1904,  was 
only  about  eight  million  dollars?    A.  Yes. 

Q.  And  you  had  a  loading  upon  all  the  premiums,  including 
the  first  year's  business,  of  an  amount  practically  the  same  as 
the  total  amount  of  expenses?     A.  Yes. 

Q.  Of  nineteen  million  dollars?     A.  Yes. 

Q.  If  you  had  had  no  new  business  written  at  all  the  load- 
ing upon  the  premiums  of  the  old  policyholders  would  have  pro- 
vided a  large  fund  in  excess  of  all  "expenses  ?     A.  Yes. 

Q.  And  that  is  one  of  the  gains  which  go  to  the  old  policy- 
holders where  there  is  a  loading  in  excess  of  expenses?  A.  And 
it  goes  to  them  just  the  same. 

Q.  I  understand  it  goes  to  them  just  the  same,  but  the  point 
is  when  you  speak  of  distribution  of  expenses  among  the  larger 
number,  the  man  who  is  in  and  has  to  pay  his  premium  will  have 
to  pay  it,  and  the  question  really  that  concerns  him  is  how  much 
of  the  money  thus  paid  into  the  company  is  going  to  be  used 
for  expenses?  A.  I  do  not  think  you  get  the  point.  The  man 
that  is  already  in,  if  by  putting  in  another  man  he  will  have  to 
pay  a  little  less  for  rent,  it  is  to  his  advantage. 

Q.  Let  us  see,  the  actual  result  of  the  getting  the  men  in  1903 
was  taking  out  of  the  box  in  payment  of  commissions  and  ex- 
pense directly  applicable  to  getting  the  new  men,  $7,700,000,  and 
then  you  say  you  took  that  out  of  the  box  and  later  on  as  other 
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men  came  in  at  a  cost  of  $7,000,000  in  addition  to  what  they  pay, 
that  will  later  make  it  good.  In  other  words,  we  will  pay  this 
year  $7,000,000  to  get  new  business  over  and  above  what  the  new 
business  contributes  to  expenses,  and  then  the  bills  we  pay  we 
will  get  even  later  on  by  having  new  men  come  in?  A.  Oh,  the 
men  themselves  get  even. 

Q.  I  mean  as  these  new  men  come  in?  A.  It  is  not  at  all 
necessary  that  new  men  come  in.  The  whole  scheme  could  stop 
any  moment. 

Q.  Why  is  that?  A.  Because  the  loading  upon  a  premium 
upon  the  first  year  is  a  good  deal  more  than  the  expenses  after 
the  first  year. 

Q.  And  if  you  stop  writing  new  business  to-day  your  expenses 
would  instead  of  being  $19,000,000  a  year  be  in  the  neighborhood 
of  $8,000,000?     A.  You  say  that,  yes. 

Q.  And  your  loaning  upon  the  premiums  of  about  $8,000,000 
to  provide  for  new  business  would  still  be  between  $19,000,000 
and  $20,000,000?     A.  Yes,  sir. 

Q.  And  the  difference  between  eight  million  dollars,  which 
would  be  the  expenses  in  that  case  and  nineteen  million  dollars  or 
twenty  million  dollars  which  you  would  get  in  through  the  con- 
tributions to  loading  would  be  applicable  to  the  payment  of  divi- 
dends? A.  Not  any  more  than  if.  we  had  new  business.  It  is 
only  apparent. 

Q.  In  other  words  to  make  up  this  apparent  loss  as  you  would 
have  it  at  the  first  you  have  got  to  keep  writing  new  business  ?  A. 
No,  sir.  The  dividends  upon  renewal  premiums  of  the  new  busi- 
ness make  it  up  themselves  in  about  three  years,  so  you  see  if 
we  got  a  loading  of  22  per  cent  of  the  premium  after  the  first  year 
and  only  paid  expenses  of  eight  per  cent,  we  have  fifteen  per  cent 
margin  there  to  make  up  for  the  original  outlay. 

Q.  Yes,  but  we  have  to  stop  some  time  in  order  to  see  what  the 
effect  of  the  continuance  of  these  expenses  in  getting  new  business 
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might  be.  We  have  to  take  a  date  to  stop.  Now,  then,  as  we  find 
to-day  if  you  stop  taking  in  new  business  you  would  decrease 
your  expenses  from  about  nineteen  million  dollars  to  about  eleven 
million  dollars,  and  you  would  have  received  through  the  loading 
upon  the  present  premiums  without  writing  any  new  business 
in  the  neighborhood  of  nineteen  million  dollars,  and  you  would 
have  the  difference  available  for  dividends?    A.  Yes. 

Q.  Now,  you  say  it  is  important,  or  rather  if  you  go  on  writing 
new  business,  that  it  will  amount  to  the  same  thing  in  the  end? 
A.  Precisely. 

Q.  But  suppose  you  do  not  go  on  writing  new  business  and 
stop  now,  to  test  it,  we  find  that  the  fact  is  that  the  expense  of 
getting  new  business  comes  out  of  accumulations  which  otherwise 
would  be  distributable  in  dividends  ?    A.  No,  sir. 

Q.  Why  not?  A.  Because  the  dividend  is  precisely  the  same 
at  the  end  of  the  time,  ten  or  fifteen  or  twenty  years,  whether 
there  is  new  business  or  not. 

Q.  And  that  is  where  the  deferred  dividend  comes  in?  A. 
Yes,  sir. 

Q.  That  you  can  make  these  arrangements  without  allotting 
any  particular  dividend  to  special  policies,  that  you  can  wait  until 
you  get  to  the  end  of  a  period,  and  then  you  can  figure  up  what 
you  think  would  be  equitable  and  allot  it  to  the  group  of  policies 
then  expiring?     A.  Yes. 

Q.  And  in  the  meantime  you  keep  the  whole  thing  in  the  air 
as  to  what  the  policy  holders  are  entitled  to,  and  the  new  policy 
holders  that  are  coming  in  are  coming  in  at  an  expense  far  in 
excess  of  what  they  contribute  to  the  expenses  of  the  company? 

A.  Well,  theoretically That  is  simply  because  the  State 

requires  a  reserve  which  is  a  fiction  at  the  end  of  the  first  year. 

Q.  Of  course,  if  you  have  a  new  company  starting,  the  advan- 
tage of  distributing  your  risk  over  a  large  number  would  of 
course  be  quite  obvious  and  the  advantage  of  getting  new  business 
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until  you  had  a  large  number  of  policy  holders  and  could  count 
on  maintaining  various  averages  would  be  very  important? 
A.  Yes. 

Q.  Now,  the  question  which  arises  in  my  mind  is  whether 
that  exists  to  the  same  extent  where  you  have  a  company  with 
nearly  two  millions  of  insurance  outstanding.  Then  you  have  a 
wide  area  over  which  to  distribute  your  risks,  have  you  not?  A. 
Yes,  sir. 

Q.  And  then  the  question  becomes  a  very  important  one  as  to 
how  much  the  policy  holders  who  constitute  that  company  can 
afford  to  pay  to  get  in  new  business,  and  at  what  point  it  be- 
comes a  loss  to  them.  Now,  you  appreciate  that?  A.  Yes,  but 
it  is  not  anywhere  near  a  losing  point  in  any  company's  business 
to  the  old  policy  holders. 

Q.  Where  are  the  accumulations  found  that  will  be  avail- 
able for  distribution  at  the  end  of  a  period  among  say  a  group 
whose  policies  mature,  is  it  in  the  surplus?  A.  It  must  certainly 
be  in  the  surplus. 

THE  CHAIRMAN:  Can  we  stop  here? 

MR.  HUGHES:  Can  I  ask  one  more  question? 

THE  CHAIRMAN :  Yes. 

Q.  So  that  if  in  a  g-iven  year  you  do  not  increase  your  surplus 
for  any  reason  without  criticism  at  all  upon  the  company — but 
if  for  any  reason  the  surplus  is  not  increased  there  is  nothing 
made  that  year  which  can  go  to  feed  this  fund  which  will  ulti- 
mately be  distributed  ?    A.  This  interim  fund  you  mean  ? 

Q.  Well,  any  fund.  You  have  not  got  it  there,  if  you  have  not 
added  to  your  surplus?    A.  Yes,  that  is  right. 
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Q.  There  is  nothing  there  that  the  policyholders  can  receive 
by  way  of  dividends  over  the  amount  which  is  put  aside  as  divi- 
dends? A.  It  would  not  follow  if  there  be  anything  earned  that 
year  by  the  groups  which  are  not  maturing. 

Q.  I  understand  that,  but  I  say  suppose  you  have  forty  million 
dollars  surplus  to-day  and  a  year  from  to-day  your  surplus  is 
forty  million  dollars  exactly,  and  you  have  had  no  profits  in  the 
meantime,  there  is  nothing  made  with  which  to  feed  the  fund 
which  will  gO'  to  feed  this  accumulation  which  will  ultimately  be 
distributed?  A.  Of  course,  you  are  ignoring  whether  we  have 
paid  any  dividends  during  the  year.  Of  course,  that  will  reduce 
the  surplus. 

Q.  I  am  ignoring  that.  A.  Then  there  would  be  nothing  to 
feed  this  ad  interim  fund. 

Q.  Or  any  fund?  A.  There  might  be  something  to  go  to 
that  as  a  part  of  the  dividends  payable  to  the-  policies  maturing. 

Q.  What  would  it  come  out  of?  A.  Out  of  their  own  premi- 
ums. 

Q.  You  mean  out  of  the  reserve?  A.  No,  I  mean  out  of  the 
premiums  they  pay  themselves. 

Q.  You  get  in  a  certain  amount  of  money,  you  have  certain 
expenses.  Now,  then,  you  have  certain  liabilities  which  under 
the  law  you  must  maintain?     A.  Yes,  sir. 

O.  As  representing  your  obligations  under  your  policies.  Now, 
what  you  get  in  by  gains  in  various  ways  constitute  your  surplus  ? 
A.  Yes. 

O.  That  is  gains  in  mortality,  gains  in  your  loading  for  ex- 
pense, gains  in  your  investment  in  assets,  whatever  way  you 
gain  money  over  the  theoretical  amount  which  has  been  estab- 
lished to  meet  your  obligations  constitute  your  surplus  ?    A.  Yes. 

Q.  And  whatever  is  going  to  the  policyholder  by  way  of  divi- 
dend or  otherwise  has  got  to  come  out  of  that,  has  it  not?  A. 
Yes. 
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Q.  And  when  in  a  given  year  you  do  not  feed  that  fund  there 
is  nothing  that  year  at  least  made  for  the  poHcyholder?  A.  Not 
for  any  group  of  policyholders  you  mean?  There  might  be  for 
one  group. 

Q.  You  mean  who  have  been  paid  off?  A.  Who  are  to  be 
paid  off,  yes. 

Q.  And  come  within  your  obligations  discharged?    A.  Yes. 

Q.  I  mean  for  the  continuing  policyholders?  A.  No,  there 
is  nothing. 

THE  CHAIRMAN:     We  will  take  a  recess  until  2.15  P.  M, 
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MR  WEEKS,  resumes  the  stand. 
BY  MR.  HUGHES: 

Q.  We  were  speaking  before  recess  of  the  accumuations  de- 
nominated surplus.  Now,  I  find  that  dividends  to  policyholders 
as  stated  in  the  insurance  year  book  for  1903  were  $5,339,292; 
in  1904  $5,899,481,  an  increase  of  about  $660,000;  that  the 
receipts  of  the  company  in  1903  were  $73,382,174  and  in  1904 
$80,556,577,  an  increase  of  about  seven  million.  That  the  ex- 
penses in  1903  were  $18,279,212,  and  1904  $19,543,146,  an  in- 
crease of  about  $1,250,000.  Can  you  explain  why  the  dividends 
should  have  shown  such  a  small  increase?  A.  I  do  not  know 
why  they  should  be  expected  to  show  any  larger  increase. 

Q.  Well,  without  characterizing  them,  why  is  it  that  with  the  in- 
crease in  receipts  with  the  comparison  of  expenses  which  I  have 
stated,  that  the  dividends  should  have  increased  at  the  sum  that 
they  did  increase  at?  A.  Because  the  main  part  of  the  divi- 
dends were  deferred  dividends  paid  to  policies  issued  fifteen  or 
twenty  years  ago  and  the  question  of  volume  of  dividends  one 
year  with  another  would  really  be  with  the  conclusion  of  those 
two  policies,  that  is  the  fifteen  years  issued  in  1888  as  compared 
with  the  fifteen  years  issued  in  1889  and  the  twenty  years  issued 
in  1883  compared  with  the  twenty  years  issued  in  1884.  They 
would  have  nothing  to  do  with  the  current  year's  expenses  or 
income. 

Q.  Have  you  any  formula  for  determining  how  the  surplus 
should  be  distributed?    A.  Yes. 
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Q.  Have  you  an  exact  formula  that  you  follow  each  year? 
A.  Yes. 

Q.  Do  you  always  make  the  distribution  in  the  same  manner 
and  upon  the  same  terms  ?  A.  No,  I  would  not  say  we  always 
have. 

Q.  How  do  you  vary  it?  A.  You  refer  now  to  the  annual 
dividends  or  the  first  dividends? 

Q.  The  first  dividend  and  distribution  at  the  end  of  periods 
in  the  manner  you  have  stated.  A.  There  has  been  no  sub- 
stantial change  in  the  manner  of  the  deferred  dividends. 

Q.  Just  explain  what  your  method  is,  please?  A.  The  method 
is  to  take  a  twenty-year  period,  for  example,  which  is  in  its  nine- 
teenth year,  to  go  back  and  take  the  history  of  the  whole 
twenty  years,  taking  the  average  rate  of  interest  earned  in 
that  time,  the  company's  mortality  experience  from  year  to  year, 
general  mortality,  and  the  expenses  which  it  actually  cost  to 
get  that  business  at  the  beginning,  and  the  average  renewal  ex- 
penses since,  and  then  to  find  out  what  the  share  of  each  kind  of  a 
policy  and  the  age  of  issue  would  be,  making  up  a  model  account. 
For  instance,  take  an  ordinary  life  policy. 

THE  CHAIRMAN :   Speak  a  little  louder,  please. 

THE  WITNESS :  And  then  after  finding  these  ratios  that  rep- 
resent the  history  of  the  twenty  years,  we  take  a  certain  age,  for 
instance  we  take,  every  fifth  year,  25,  30,  35,  40  and  so  on,  of  issue, 
and  each  kind  of  policy  separately,  20-year  paymenis,  ordinary 
life,  20-year  endowments,  take  one  of  these,  for  instance,  40-year 
ordinary  life.  We  will  assume  10,000  policies  were  issued  twenty 
years  ago.  We  know  what  the  ordinary  rate  of  mortality  would 
be  on  those  and  the  general  discontinuance  rate,  that  is,  so  many 
per  hundred  would  lapse  each  year,  and  we  make  up  a  model  ac- 
count representing  the  history  of  a  group  of  policies,  income  and 
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disbursements,  premiums  received,  so  many  each  year,  expenses 
so  much,  death  losses  and  surrender  values  paid  so  much.  There 
you  would  have  on  one  side  the  income  and  the  other  the  dis- 
bursements for  this  imaginary  account,  and  at  the  end  you  would 
have  a  certain  amount  as  the  fund  on  hand  of  excess  over  all 
disbursements,  so  much,  and  there  would  be  so  many  policies 
left  out  of  the  10,000  to  start  with — of  course,  this  is  a  supposition 
— and  then  you  divide  the  total  fund  by  the  amount  of  policies  left, 
and  you  have  your  standard  cash  value,  as  we  call  it. 

Q.  Have  you  the  actual  calculations  which  you  made  at  the  end- 
of  1904  to  determine  what  should  be  appropriated  for  policies 
then  maturing?    A.  Yes,  sir. 

Q.  And  have  you  your  actual  calculations  for  1903  and  1902? 
A.  Yes. 

Q.  We  would  be  glad  to  have  you  produce  those,  if  you  will. 
A.  Those  three  years. 

Q.  Is  there  any  consultation  among  actuaries  of  various  com- 
panies to  determine  the  manner  in  which  the  surplus  shall  be 
distributed  at  the  end  of  the  year?  A.  I  was  never  present  at 
any  such  consultation. 

Q.  Have  you  ever  made  any  inquiries  of  any  actuary  as  to 
what  another  company  was  going  to  do  before  making  any  dis- 
tribution yourself  or  calculating  it?  A.  I  don't  remember  mak- 
ing any  such  inquiries. 

Q.  Did  you  have  an  interview  with  Mr.  Van  Sise  of  the  Equi- 
table in  regard  to  that?  A.  I  remember  talking  to  him  as  to  his 
probable  dividends  for  next  year,  but  I  don't  remember  whether 
it  was  in  connection  with 

Q.  When  was  that  ?    A.  I  don't  think  I  could  tell  now. 

Q.  Was  it  within  a  recent  period?  A.  I  should  think  it  was 
within  two  or  three  years,  I  should  say. 

Q.  Was  it  last  fall  ?    A.  I  could  not  say,  but  I  do  not  think  so. 

Q.  Did  you  make  any  remark  to  him  that  you  would  like  to 
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know  what  dividends  the  Equitable  were  going  to  declare  or 
apportion  ?    A.  I  don't  remember  it. 

Q.  Did  you  make  any  remark  to  him  with  reference  to  the  de- 
sirability of  having  the  companies  make  substantially  the  same 
showing?    A.  I  don't  recall  that  either. 

Q.  Will  you  say  that  did  not  take  place  ?     A.  No,  I  will  not. 

Q.  I  notice  that  the  surplus  at  the  end  of  1904  was  stated  in 
the  insurance  year  book  of  your  company  to  be  $47,528,140,  and 
at  the  end  of  1901  $49,262,118,  showing  that  the  surplus  at  the 
end  of  1904  was  about  $1,700,000  less  than  it  was  at  the  end  of 
1901.  Can  you  explain  that?  A.  That  is  partly  due  to  our  not 
counting  the  market  value  of  bonds  over  book  value.  At  the 
earlier  date  we  used  to  count  into  our  assets  the  market  value  of 
our  bonds. 

Q.  When  did  you  cease  to  do  that?  A.  I  think  December, 
1903.    I  may  be  wrong.    It  may  be  1902,  but  I  think  1903. 

Q.  Well,  I  find  that  the  surplus  at  the  end  of  1903  was  $47,- 
105,047,  or  $2,100,000  less  than  at  the  end  of  1901.  Can  you  ex- 
plain that?  A.  I  suppose  that  must  have  happened  at  that  time. 
That  is,  the  marking  down  of  the  bonds  to  their  book  value  must 
have  happened  at  that  time. 

Q.  And  that  accounted  for  about  $883,000  as  shown  by  the  letter 
that  has  been  introduced  in  evidence?  A.  No,  I  mean  later  than 
that  letter.  It  must  have  been  at  the  end  of  1903  that  we  marked 
over  the  entire  book  value  over  market  value. 

Q.  This  letter  refers  to  $828,887,  a  decrease  in  market  value 
of  bonds  over  book  value  in  1902  as  compared  with  1901  which 
came  out  of  the  suiplus  earned  during  1902?    A.  Well 

Q.  Was  there  a  further  decrease  owing  to  the  same  cause  in 
1903  ?    A.  Well,  in  1903  we  marked  off  that  whole  $6,600,000. 

O.  The  whole  amount?    A.  Yes. 

Q.  I  see.  Well  can  you  explain  why  you  marked  ofif  $828,000 
in  1902  and  $6,000,000  in  1903?    A.  Yes. 
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O.  Why  was  it  divided?  A.  Well,  what  happened  in  1902  was 
that  the  actual  market  values  decreased  by  that  $800,000,  that  is 
we  counted  our  bonds  at  market  value  both  times,  December, 
1901,  and  December,  1902,  and  the  actual  market  showed  a  loss  of 
$828,000.    That  is  a  nominal  loss  of  course. 

Q.  Then  what  exact  amount  was  taken  out  of  the  surplus 
account  at  the  end  of  1903  ?  A.  At  the  end  of  1903  we  valued  our 
bonds  at  the  book  value. 

Q.  What  amount  was  that  which  was  then  taken  from  the 
surplus  which  otherwise  would  have  been  shown?  A.  Well,  it 
was  whatever  amount  the  actual  excess  of  market  value  over 
book  values  was  at  the  end  of  1903. 

Q.  Well,  do  you  know  what  that  was  ?  A.  I  don't  know  now. 
It  is  easy  to  tell. 

Q.  Can  you  approximate  it. 

PRESIDENT  McCALL:  About  two  million  dollars. 
Q.  Yes,  I  had  heard  it  was  about  two  million  dollars. 
THE  WITNESS:  It  was  more  than  that,  was  it  not? 
PRESIDENT  McCALL :  No,  it  was  about  two  million  dollars. 

Q.  Well,  at  end  of  1903  if  you  had  not  marked  off  the  excess  of 
market  value  over  book  value  the  surplus  would  have  been  about 
two  million  dollars  more  than  is  reported  or  stated  here  ?    A.  Yes. 

Q.  In  that  case  it  would  appear  to  be,  instead  of  $47,105,047 
about  $49,105,047?    A.  Yes. 

Q.  But  the  surplus  at  the  end  of  1901  was  $49,262,118,  which 
would  still  be  a  little  larger  than  the  surplus  at  the  end  of  1903. 
Can  you  explain  that?  A.  There  is  $4,600,000  left  out  of  that 
$6,600,000,  which  was  in  the  assets  at  the  end  of  1902.    There 
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was  a  market  value  loss  of  $4,600,000,  that  is  supposing  the 
figures  are  really  two  million  dollars,  so  that  the  entire  loss  on 
bonds  for  1903  was  $6,600,000.    That  is  the  book  loss. 

Q.  The  book  loss  and  the  actual  loss  in  value  about  $4,000,000? 
A.  Yes. 

Q.  And  by  the  removal  from  the  account  about  $6,000,000  less 
in  the  statement  of  surplus?    A.  Yes. 

Q.  Having  marked  ofif  the  excess  of  market  value  over  book 
value  at  the  end  of  1903  in  computing  your  surplus  for  1904  you 
computed  it  without  any  reference  to  the  increase  or  decrease  in 
the  market  value  of  securities  as  compared  with  book  value? 
A.  Yes. 

Q.  That  would  be  a  surplus  then  gained  for  1904  from  an  ad- 
vantage in  the  actual  mortality  over  expected  mortality  and  from 
lapses  and  other  normal  insurance  sources?    A.  And  interest. 

Q.  And  interest?    A.  Yes. 

Q.  And  that  entire  increase  in  surplus  for  1904  was  apparently 
only  $423,000?  A.  You  have  to  add  to  that  the  dividend  we 
paid. 

Q.  Yes,  but  that  was  for  the  maturing,  as  I  understand,  of  thb 
policies  maturing  in  1904?  A.  Well,  it  came  out  of  the  $^7,000,- 
000  at  the  beginning  of  the  year. 

Q.  It  came  out  of  what  you  had  at  the  beginning  of  the  year, 
and  it  left  your  surplus,  after  meeting  those  obligations,  $423,000 
larger  than  it  had  been  for  the  year  1903  ?  A.  Therefore,  if  you 
want  to  know  the  net  surplus  earned  for  1904  you  have  to  add  to 
that  the  amount  of  dividends  we  paid  during  1904? 

Q.  Yes,  but  the  amount  of  dividends  you  paid  during  1904  was 
the  amount  you  were  liable  for  under  your  contract,  was  it  not? 
A.  It  was  part  of  the  $47,000,000.  You  must  subtract  that  and 
then  subtract  it  from  the  $49,000,000. 

Q.  Yes,  but  the  amount  which  was  accumulated  for  the  benefit 
of  the  policyholders  whose  contracts  did  not  mature  in  1904  was 
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exclusive  of  whatever  gain  there  may  have  been  in  market  value 
over  book  value  $423,000  ?  A.  No.  I  think  it  was  about  $6,000,- 
000,  because  the  $47,000,0000  did  not  belong  to  the  policies  which 
did  not  mature  in  1904.  Some  $6,000,000  belonged  to  policies 
maturing  in  1904.  Those  you  must  first  subtract,  then  you  have 
$41,000,000  applying  to  those  which  were  not  to  mature,  and  then 
you  have  $49,000,000  which  they  still  had  at  the  end  of  the  year. 
Q.  The  policyholders  whose  policies  were  not  to  mature  in  the 
accumulation  to  which  they  were  entitled  had  a  gain  of  $423,000? 
A.  No,  a  gain  of  about  $6,500,000  as  near  as  I  can  figure  it. 

Q.  Your  point  is  that  of  the  $47,000,000  at  the  beginning  of 
the  year  1904  some  $6,000,000  belonged  to  policy  holders  whose 
policies  were  maturing  in  that  year?    A.  Yes. 

O.  And  that  in  the  year  1904  you  made  enough  to  pay  that 
$6,000,000  and  accumulated  $423,000  besides?  A.  You  must 
understand  that  that  is  more  than  actually  came  out  of  the  $47,000,- 
000.  It  was  part  of  the  $47,000,000,  therefore  there  was  $41,- 
000,000  left  at  the  end  of  the  year  which  belonged  to  the  policy 
holders  who  did  not  mature  in  1904.  At  the  end  there  was  $49,- 
000,000  belonging  to  the  same  policies. 

Q.  Except  that  $6,000,000  belonged  to  the  policy  holders  whose 
policies  were  to  mature  in  1905  ?  A.  Yes,  but  it  was  a  part  of  the 
$41,000,000. 

Q.  You  always  have  that  amount,  I  suppose,  in  the  neighbor- 
hood of  $6,000,000  which  will  mature  in  a  given  year?     A.  Yes. 
Q.  But  the  net  increase  in  the  accumulation  after  allowing-  for 
the  payments  of  the  contracts  that  mature  in  a  particular  year 
was  $423,000:"     A.  Yes,  after  allowing  for  the  payments. 

Q.  Yes.  Of  course,  when  we  speak  of  a  gain  in  surplus  at  the 
end  of  the  year  you  mean  to  consider  a  gain  which  exists  after 
you  have  paid  the  obligations  of  the  year,  a  net  gain  in  other 
words?  A.  No,  that  is  not  right,  because  whatever  part  of 
your  surplus  you  have  declared  as  dividends  really  is  not  a  part 
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of  the  surplus.  It  ought  to  be  taken  out  at  once,  and  it  in  our 
statement.     That  is  not  our  statement  of  surplus. 

Q.  Is  not  that  your  statement?  A.  No,  we  did  not  state  any 
surpkis  at  all? 

Q.  What  do  you  do?  A.  We  state  what  we  owe  in  dividends 
for  the  next  year,  what  has  been  declared,  and  then  what  we  have 
set  aside  for  dividends  in  future  years. 

Q.  And  what  do  you  call  the  balance  that  remains?  A.  Re- 
serve to  provide  for  other  contingencies. 

Q.  Is  that  a  designation  of  a  reserve  or  fund  that  exists  over 
and  above  the  legal  reserve?    A.  Yes. 

Q.  You  call  it  a  reserve  to  provide  for  future  contingencies? 
A.  For  other   contingencies. 

Q.  Now,  can  you  tell  me  what  proportion  of  first  year's  busi- 
ness lapses  and  does  not  persist  or  continue  for  a  second  year? 
A.  Well,  I  should  say  from  twenty  to  twenty-five  per  cent. 

Q.  Well,  what  proportion  of  business  written  in  a  given  year 
will  continue  for  two  years  according  to  your  experience?  A.  I 
think  about  three  per  cent,  drops  out  at  the  end  of  the  second 
year. 

Q.  I  notice  that  the  new  business  for  1904  amounts  to  $345,- 
722,523,  but  that  the  amount  of  insurance  in  force  at  the  end 
of  1904  is  only  about  $180,000,000  more  than  it  was  at  the  end 
of  1903.     A.  Yes. 

Q.  Now  can  you  state  what  proportion  of  the  business  that 
lapses  is  business  that  has  been  written  within  five  years?  A.  I 
could  not  state  ofifhand. 

Q.  You  can  give  us  the  statistics  which  will  be  definite  on  that 
head  I  suppose?    A.  Yes. 

Q.  What  I  want  to  get  at  is  this:  I  want  to  know  to  what 
extent  the  business  written  in  a  particular  year  persists,  so  as  to 
in  any  way  make  good  the  expense  which  the  writing  of  that 
business  has  involved?    A.  Yes.     I  can  give  you  a  statement 
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of  just  what  our  experience  has  been,  tabulated  for  the  last  twenty 
years. 

Q.  Yes,  I  should  be  very  glad  to  have  that  so  we  can  see  just 
to  what  extent  the  old  policyholders  suffer  by  the  rate  of  ex- 
pense at  which  the  new  business  is  obtained?     A.  Yes. 

BY  MR.  McKEEN : 

Q.  Mr.  Weeks,  counsel  to  the  Committee,  and  the  Committee 
direct,  have  received  a  great  many  requests  from  policyholders  to 
investigate  the  comparative  results  between  different  classes  of 
policies,  it  being  claimed  by  very  many  that  injustice  is  done  to 
one  class — that  generosity  is  shown  to  one  class  at  the  expense 
of  other  classes.  Now,  I  wish  simply  to  put  upon  the  record 
and  state  to  the  Committee  that  it  is  the  view  of  counsel  that 
those  matters  can  be  more  satisfactorily  gone  into  after  we  have 
ourselves  made  certain  tabulations  and  pursue  this  investiga- 
tion as  to  the  affairs  of  certain  companies,  and  that  is  the  reason 
we  now  abstain  from  putting  to  you  a  great  many  other  ques- 
tions along  those  lines.  We  shall  expect  to  get  your  help  in 
the  elucidation  of  those  questions  later.     A.  Yes,  sir. 

JOHN  A.  McCALL,  resumes. 

BY  MR.  McKEEN: 

Q.  Can  you  later  furnish  us  with  more  details  as  to  the  data 
upon  which  you  claim  the  premiums  or  liens  are  calculated  for 
impaired  lives?    A.  Surely. 

Q.  You  can  furnish  us  with  such  tables  as  you  have  upon 
which  you  predicate  the  adjustments  in  those  cases?  A.  Yes,  I 
can. 
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Q.  There  is  one  other  question  which  occurs  to  me  to  ask, 
not  immediately  connected  with  the  subject  that  has  been  pur- 
sued, but  something  that  occurred  to  me  in  connection  with  your 
testimony  the  last  time  that  you  appeared  before  the  Committee. 
You  testified  to  having  paid  to  Mr.  Bliss  a  certain  amf>unt,  or 
that  you  were  cognizant  of  the  payment  of  a  campaign  contribu- 
tion, and  approved  of  it.  I  want  to  ask  whether  in  connection 
with  that  whether  there  was  any  intimation  direct  or  indirect  of 
a  quid  pro  quo  to  the  company  from  the  Republican  organization 
in  consequence  of  that  payment?  A.  Not  the  slightest  statement 
of  that  kind  was  made,  because  insurance  has  been  held  not  to 
be  commerce,  and  how  a  Republican  Government  at  Washington 
could  help  the  New  York  Life  is  past  finding  out. 

Q.  My  point  was,  and  I  understand  your  answer  to  be,  that 
there  was  absolutely  no  promise  or  pledge  direct  or  indirect  given  ? 
A.  Absolutely  not,  in  any  way,  shape,  manner  or  form. 

Q.  Was  it  the  subject  of  suggestion,  that  as  a  result,  direct  or 
indirect,  of  any  such  contribution,  the  Federal  Administration 
would  further  Federal  supervision  of  life  insurance?  A.  It  was 
never  mentioned  or  event  hinted  at. 

Q.  As  I  said  before,  there  are  quite  a  number  of  statements 
that  I  have  asked  for  along  these  lines,  and  I  need  not  put 
them  upon  the  records.     A.  Yes. 

BY  MR.  HUGHES: 

Q.  Mr.  McCall,  speaking  of  this  subject  of  campaign  contri- 
butions, there  was  published  the  other  day  in  one  of  the  papers 
what  purported  to  be  copies  of  affidavits  furnished  by  officers  of 
your  company  to  certain  officials  of  the  State  of  Texas,  that  no 
campaign  contributions  in  1896  appeared  upon  the  books  of  your 
company  and  that  these  officers  were  informed  and  believed  that 
none  such  had  been  made.    Did  you  know  of  the  making  of  those 
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affidavits  at  the  time  they  were  made?  A.  No,  I  do  not  recall 
the  affidavits.  The  representative  of  Governor  Culberson  came  to 
the  office  and  said  he  was  authorized  to  make  certain  inquiries 
about  our  business  in  connection  with  the  campaign.  I  practically- 
told  him  at  that  interview  that  while  I  was  quite  willing  to  give 
every  information  on  the  subject  to  him,  yet  it  seemed  to  me  that 
the  New  York  Life  was  being  struck  at  because  of  the  very  pro- 
nounced position  of  its  officers  during  the  McKinley  election,  and 
that  I  should  have  to  think  it  over  before  giving  him  an  answer 
as  to  whether  or  not  I  would  let  him  come  in  and  examine  the 
books  of  the  company.  He  went  away.  After  he  went  away  I 
made  up  my  mind  that  he  should  do  it,  if  he  wanted  to,  and  so  a 
man  in  the  employ  of  the  company,  not  now  with  us,  named 
Stewart  Brown,  went  to  see  the  representative  of  the  Texas 
Governor  and  told  him  he  was  perfectly  willing  to  have  him  come 
in  and  we  would  answer  his  questions.  He  said  he  preferred  to 
make  a  report,  so  he  came  back.  It  was  at  the  close  of  the  year, 
and  I  never  talked  with  him  again  on  that  subject. 

Q.  Did  you  give  any  instructions  as  to  the  furnishing  of  in- 
formation from  your  books  with  reference  to  such  contribution? 
A.  I  told  the  comptroller  of  the  company  to  give  this  representa- 
tive of  the  Governor  all  the  information  that  he  wanted  from 
our  books. 

Q.  Did  you  know  that  the  books  of  the  New  York  Life  did 
not  show  that  such  a  contribution  had  been  made?  A.  No,  I 
did  not. 

Q.  You  stated  the  other  day  that  you  had  been  unable  to  find 
in  the  books  any  reference  to  that  contribution.  Have  you  since 
been  able  to  find  it?    A.  That  is  true  to-day. 

Q.  Can  you  explain  how  it  is  possible  that  such  a  contribution 
should  be  made  without  any  trace  of  it  appearing  upon  the  books  ? 
A.  No,  I  cannot  explain  it,  except  in  this  way,  that  the  treasurer 
of  our  company  was  very  largely  interested  in  other  corporations 
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and  was  a  very  pronounced  man  in  his  policy  and  was  very  active, 
if  you  will,  in  a  business  way  in  connection  with  political  matters. 
How  he  arranged  that  payment  I, have  not  any  idea,  I  never  had 
but  two  conversations  with  him  on  that  subject. 

Q.  What  was  the  statement  that  the  representative  of  the  Re- 
publican campaign  expected  that  the  people  connected  with  the 
New  York  Life,  if  you  will,  "You  people,"  as  'they  used  the 
phrase — you  people  here  should  be  interested  in  this  sound  money 
campaign  and  should  help  the  sound  money  campaign  along? 
A.  I  talked  with  the  treasurer  of  the  company  about  that  request 
and  he  said  to  me,  "Then  you  wish  me  to  handle  it?"  I  said, 
"I  would  prefer  that  you  would  do  it."  And  he  said,  "Very  well, 
then,  I  will  take  care  of  it."  About  a  month  after  that  he  said, 
"I  think  there  will  be  no  fault  to  find  with  what  I  have  done  in 
connection  with  the  campaign."  So  I  had  every  reason  to  believe 
he  had  paid,  Mr.  Hughes.  I  have  no  reasons  to  know  how  he 
did  it. 

Q.  Well,  we  are  interested  not  simply  in  the  fact  that  the  con- 
tribution was  made  for  that  purpose,  but  also  in  the  question  of 
how  it  was  possible,  under  a  proper  system  of  bookkeeping  in 
your  office  and  proper  supervision  of  your  funds,  for  fifty  thou- 
sand dollars  to  get  out  of  the  moneys  of  the  New  York  Life  with- 
out any  trace  being  left  of  it.  A.  All  I  can  say  in  regard  to  that 
is  that  I  assume  it  went  out.    I  don't  know  that  it  did. 

Q.  Is  your  testimony  to  the  effect  that  the  contribution  was  made 
then,  simply  based  upon  a  surmise  that  Mr.  Gibbs  attended  to  it? 
A.  Just  on  the  fact  that  he  said  to  me,  "I  think  no  fault  will  be 
found  with  what  I  have  done  under  the  premises." 

Q.  You  made  no  concealment  of  the  fact  that  the  New  York 
Life  was  making  a  contribution?  A.  I  don't  think  it  came  up 
in  that  way.  We  made  no  concealment  of  the  fact  that  the  New 
York  Life,  through  its  officers,  were  doing  all  we  could  in  the 
campaign. 
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Q.  Did  you  turn  over  this  inquiry  of  Governor  Culberson  to 
your  legal  department,  to  Mr.  Hubbell  ?  A.  Yes,  he  afterwards 
handled  it. 

Q.  Did  Mr.  Hubbell  know,  in  fact,  that  a  contribution  had 
been  made?    A.  No. 

Q.  Then  you  did  not  advise  him  that  a  contribution  had  been 
made.    A.  I  did  not. 

Q.  Did  you  know  that  Mr.  Hubbell  was  getting  affidavits  as 
to  the  fact  whether  such  a  contribution  had  been  made?  A.  Not 
as  to  the  affidavits.  I  knew  he  was  in  touch  with  this  representa- 
tive and  helped  him  examine  the  books. 

Q.  To  see  whether  it  had  been  made  ?  A.  Not  as  to  the  details 
I  did  not  know. 

Q.  Did  not  you  appreciate  the  fact  that  if  the  examination  of 
the  books  did  not  disclose  to  this  representative  that  such  a  con- 
tribution had  been  made  that  he  would  go  away  laboring  under  a 
misapprehension?  A.  No,  because  I  felt  and  believe  now,  that 
that  had  been  made,  yet  I  could  not  swear  to  it  and  I  could  make 
the  same  affidavit  now  that  our  officers  did  at  that  time. 

Q.  But  you  could  not  make  the  same  affidavit  that  the  officers 
did  to  the  best  of  your  knowledge  and  belief  that  it  had  not  been 
made?     A.  No. 

Q.  What  information  and  belief  had  your  officers  on  the  sub- 
ject when  they  said  that  to  the  best  of  their  knowledge  and  belief 
it  had  not  been  made?  A.  I  don't  think  that  they  had  any  idea 
on  the  subject  at  all. 

Q.  Did  you  have  any  interview  witli  Mr.  Banta  regarding  it? 
A.  I  don't  recollect. 

Q.  Or  with  Mr.  Thompson  or  with  Mr.  Whitney?  A.  No,  I 
don't  recollect  any  interview  on  the  subject.  It  was  the  close  of 
the  year,  in  December,  when  it  is  the  busiest  time  of  my  year 
and  I  am  engaged  until  late  in  the  evening  and  the  whole  thing 
was  turned  over  to  subordinates  as  many  such  things  are.     I 
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don't  recollect  that  I  ever  discussed  the  question  in  any  way, 
shape  or  form. 

Q.  Are  we  to  assume  that,  this  inquiry  having  been  made  and 
you  having  turned  it  over  to  the  Legal  Department  that  these 
affidavits  were  presented  to  Governor  Culberson's  representative, 
to  satisfy  him  that  no  contribution  had  been  made  without  any 
knowledge  on  your  part  ?  A.  That  the  affidavits  were  turned  over 
to  him  stating  that? 

Q.  Yes.  A.  No,  I  have  no  knowledge  of  how  the  affidavits 
were  turned  over  to  him;  I  simply  did  not  have  any  discussion 
with  anybody  on  the  subject  that  they  were  turned  over  to  him. 
It  was  entirely  within  the  Legal  Department  of  the  company  and 
they  acted. 

Q.  May  we  assume  that  you  did  not  know  that,  whether  in  the 
form  of  affidavits  or  otherwise,  Governor  Culberson  was  informed 
that  no  such  contribution  had  been  made,  to  the  belief  of  these 
officers?  A.  Well,  that  would  be  hard  to  say,  that  is,  I  could  not 
assume  a  condition  that  was  never  brought  to  me  in  connection 
with  the  affidavits,  that  is  I  was  not  asked  to  make  an  affidavit, 
nothing  was  said  to  me  on  the  subject,  nothing  was  said  to  me 
on  the  subject  at  all  by  anyone  connected  with  it,  and  if  I  were 
asked,  if  you  will,  by  any  of  those  people,  as  to  what  I  knew  about 
it,  I  could  only  tell  them  as  I  have  told  you  now,  that  I  believed 
a  payment  was  made.    I  believe  now  a  payment  was  made. 

Q.  Did  you  tell  them  that  ?  A.  No,  sir,  I  did  not.  I  was  never 
interrogated  on  that  subject. 

Q.  But  you  were  interrogated  on  the  general  question,  and  you 
turned  the  matttr  over  to  the  Legal  Department  to  answer  the  in- 
terrogation ?  A.  Yes,  that  was  not  the  only  one,  there  were  half 
a  dozen  inquiries  in  this  letter. 

Q.  What  I  want  to  get  at  is  this,  you  expressed  entire  satisfac- 
tion with  the  course  that  had  been  taken  and  justified  in  your 
testimony  the  other  day.    A.  I  did. 
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Q.  Were  you  in  any  way  privy  to  the  concealment  of  that  in 
the  affidavit  or  in  the  information  which  the  officers  of  your 
company  gave?    A.  Not  at  all. 

Q.  But  you  did  not  know  anything  at  all  about  the  information 
they  gave?  A.  Not  at  all.  I  was  in  the  position  of  a  person 
who  believes  that  the  company  was  being  struck  at  because  of  its 
attitude  on  the  Free  Silver  subject.  I  was  not  in  the  frame  of 
mind  to  trace  through  our  books  with  this  man  to  help  him  find 
this  thing,  because  I  understood  that  he  was  inimical.  He  asked 
us  what  we  paid  for  our  lunches  and  wine,  and  the  whole  attitude 
of  the  inquiry  was  one  of  attack  on  the  New  York  Life. 

Q.  And  you  were  satisfied  to  let  him  go  without  the  information 
if  he  did  not  find  it  out  from  your  books  ?  A.  Well,  I  was  satis- 
fied to  have  him  do  just  as  he  would  do  about  it,  and  then  if  he 
came  to  me  and  asked  whether  so  and  so  was  the  situation  I 
should  simply  have  told  him  the  truth,  so  far  as  my  knowledge. 
I  might  say,  Mr.  Hughes,  if  you  will,  it  is  pertinent,  that  after 
these  inquiries  were  made  that  again  another  inquiry  was  made 
as  to  how  much  the  salary  of  each  of  the  officers  of  the  company 
was.  That  was  the  second  inquiry  that  was  made  by  the  represent- 
ative, and  we  answered  that  in  detail  with  an  affidavit,  and  gave  him 
all  the  affidavits  in  connection  with  it,  and  the  furnishing  of  that 
information  was  made  the  subject  of  an  attack  upon  the  com- 
pany in  the  message  of  the  Governor  to  the  State  Legislature,  and 
it  was  used  very  generally  by  our  competitors  against  us,  and  I 
am  very  happy  to  say  in  the  end  we  did  more  business  in  Texas 
than  we  ever  did  before. 

Q.  You  do  not  mean  to  imply  that  you  did  not  think  the  State 
of  Texas  was  entitled  to  information  as  to  whether  you  had  made 
contributions  for  campaign  purposes?  A.  Yes,  I  do  mean  to 
imply  very  clearly  that  the  Governor  of  the  State  had  no  authority 
to  ask  that  question. 

Q.  And  was  it  for  that  reason  you  were  willing  he  should  get 
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what  information  he  could  from  the  books  and  if  lie  did  not  find 
it  out  there  to  go  without  it  ?  A.  No,  not  exactly  that,-  but  you 
may  be  very  sure  I  did  not  feel  very  pleasantly  toward  him. 

Q.  Have  you  been  able  to  find  where  the  contribution  of  1900 
is  upon  your  books  ?    A.  No. 

Q.  Have  you  ever  tried  to  find  it?  A.  Very  hard.  We  have 
done  everything  we  could  and  have  them  now  looking  over  every 
account  we  have. 

Q.  Was  that  through  Mr.  Gibbs,  too?  A.  Yes.  I  was  in 
Europe  at  the  time.  I  went  in  April  and  did  not  get  back  until 
October. 

Q.  How  would  it  be  possible-  for  him  to  do  that  without  having 
the  transaction  appear?  A.  I  can  only  fancy  one  way,  that  in 
some  transactions  there  might  have  been  profits  coming  to  the 
New  York  Life  from  operations,  and  that  they  were  lessened. 

Q.  You  mean  the  full  amount  not  disclosed  on  the  books? 
A.  Yes. 

Q.  Well,  has  that  occurred  at  various  times  ?  A.  I  do  not  say 
it  even  occurred  this  time.    That  is  the  only  way  I  can  imagine. 

Q.  Is  it  possible  that  has  occurred  repeatedly  without  your 
knowledge?    A.  I  do  not  see  how . 

Q.  If  it  could  occur  once  it  could  occur  twice?  A.  I  do  not 
say  it  did  occur.  My  answer  is  that  I  am  told  that  is  the  only 
way  that  payment  could  have  been  made. 

Q.  We  had  two  or  three  matters  up  the  other  day  which  I  must 
examine  you  further  upon,  and  you  have  made  a  very  interestmg 
statement  during  Mr.  McKeen's  examination  as  to  your  relation 
to  legislation  in  various  States  and  the  attacks  that  were  made 
upon  insurance  interests  by  projected  legislation.  Now,  I  would 
like  to  have  you  state  comprehensively  just  what  you  do  to  meet 
such  attacks?  A.  Well,  the  organization  of  Judge  Hamilton's 
Bureau,  wherein  he  was  entrusted  and  put  in  charge  of  the  legis- 
lation in  the  United  States  and  Canada,  in  its  entirety— all  the 
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bills  introduced  every  year  he  had  gathered  in  his  own  way;  he 
had  statements  made  of  all  proposed  and  introduced  and  passed 
upon  legislation  and  there  was  constant  consultation  about  the 
laws  that  were  offered.  I  might  say  in  five  years  there  were  over 
seven  hundred  laws  relating  to  life  insurance  in  the  past  five  years, 
and  all  of  that  means — he  took  hold  in  1895,  if  you  will,  and  in 
1892,  1893,  and  1894  there  were  constant  clashings  as  to  the  bills 
in  the  various  States.  This  agent  would  write  in  and  say,  from 
Texas,  that  the  best  man  in  connection  with  a  bill  was  John  Doe, 
and  another  agent  would  suggest  Richard  Roe,  and  there  was  a 
constant  suggesting  and  iteration  and  reiteration  of  names  until 
the  accounts  could  not  be  handled  at  all  to  anybody's  satisfaction. 
The  details  were  tremendous  and  for  that  reason  the  Bureau  was 
organized  in  1895,  giving  Judge  Hamilton  absolute  and  entire 
control  of  all  legislation  introduced  in  the  United  States  and 
Canada. 

Q.  Now,  I  have  asked  you  to"  produce  a  statement  of  the  pay- 
ments to  Judge  Hamilton.  Have  you  produced  it?  A.  Yes,  sir, 
I  have  that.    I  think  you  asked  it  for  five  years. 

Q.  Well,  that  will  answer  the  purpose.  A.  That  is  a  very 
rough  statement.  Under  the  head  of  Hamilton  you  will  find  pay- 
ments made  to  him. 

MR.  HUGHES :   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  238  and  read  by  Mr.  Hughes.) 

Q.  This  is  the  first  total  law  expenses?  A.  Yes,  the  second 
column. 

Q.  You  were  saying  a  moment  ago  that  these  payments  were 
not  in  addition  to  some  other  payment.  What  did  you  mean? 
A.  I  said  the  payments  to  Judge  Hamilton  were  included  in  the 
first  column. 
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Q.  That  is,  the  payments  were  part  of  the  amount  stated  to  be 
for  law  expenses.    A.  Yes. 

Q.  Now,  do  you  desire  in  any  way  to  modify  or  correct  the 
statement  made  by  you  the  other  day  that  for  the  moneys  paid 
to  Mr.  Hamilton  you  have  no  voucher  except  his  receipt?  A. 
That  is  all. 

Q.  That  applies  to  this  total  $476,927.02  ?    A.  It  does. 

Q.  New,  this  does  not  include  payments  made  to  Mr.  William 
A.  Moss,  does  it?  A.  No,  Moss  is  paid  separately.  Moss  is  a 
registered  accountant  in  Massachusetts  of  the  company. 

Q.  Are  the  payments  made  to  Moss  included  in  the  grand  total 
of  law  expenses  here  stated?    A.  Yes,  sir,  they  are. 

Q.  For  how  long  a  time  has  he  represented  you?  A.  For 
about  three  years,  Mr.  Hughes. 

Q.  Has  the  New  York  Life,  or  has  any  agency  of  the  New 
York  Life,  by  the  use  of  any  funds  of  the  society,  either  in  the 
agency  or  otherwise,  contributed  in  any  way  to  the  expenses  of 
Mr.  Moss'  campaign  for  the  Senate  in  Massachusetts  ?    A.  Never. 

Q.  Not  a  penny  ?    A.  No,  sir,  never  heard  of  such  a  thing. 

Q.  You  have  heard,  of  course,  that  he  had  a  very  vigorous 
contest  for  election  at  one  time?  A.  Why,  I  really  don't  know 
anything  about  it. 

Q.  You  really  don't  know  anything  about  it?    A.  No,  sir. 

Q.  Do  you  always,  in  dealing  with  men  in  States  where  your 
desire  is  to  prevent  legislation,  deal  with  attorneys  and  counsel? 
A.  So  far  as  the  company  itself  is  concerned,  they  do.  That 
Hamilton  did  I  do  not  know. 

Q.  Was  Mr.  Hamilton  supposed  to  deal  with  the  man  whi, 
could  produce  results?    A.  I  think  he  was,  Mr.  Hughes. 

Q.  Whether  he  was  an  attorney,  or  whether  he  was  any  othei 
man  ?    A.  The  best  fellow  he  could  find. 

Q.  The  other  day  reference  was  made  by  a  witness  from  the 
Equitable  Life  to  an  arrangement  that  was  made  for  dividing 
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the  territory  between  the  representatives  of  the  New  York  Life, 
the  IMutual  and  the  Equitable.  Were  you  cognizant  of  the  fact 
that  such  arrangement  was  made?  A.  No;  know  nothing  at  all 
about  it.  Hamilton  was  retained  by  us  for  the  entire  United 
States  and  Canada.  I  do  know  that  he  consulted  with  the  Equit- 
able, Mutual  and  other  companies  regarding  legislation. 

Q.  But  he  had  entire  freedom  in  that  respect?  A.  He  had 
entire  freedom. 

Q.  In  other  words  he  could  arrange  with  the  other  representa- 
tives of  the  other  companies  to  divide  the  territory  as  he  pleased? 
A.  I  think  he  could,  yes,  sir. 

Q  And  to  employ  whomever  he  pleased?     A.  Yes. 

Q.  And  to  do  whatever  he  thought  was  necessary  to  prevent 
the  attacks  which  you  feared?    A.  Yes,  sir. 

Q.  Did  you  ever  meet  Mr.  Thummel?    A.  I  did. 

Q.  Have  you  ever  had  any  talks  with  him  about  steps  which 
should  be  taken  to  prevent  threatened  legislation?  A.  We  re- 
tained him  in  two  mstances,  one  in  Iowa  on  a  tax  case  at  the  re- 
quest of  Judge  Hamilton,  and  I  think  he  has  received  fees  from 
us  on  two  occasions  amounting  to  about  $6,000. 

Q.  What  two  occasions  were  those?  A.  One  was  the  Iowa 
case,  and  the  other  was  relating  to  the  Federal  legislation  at 
Washington. 

O.  When  was  the  latter?  A.  I  think  it  was  in  the  last  two 
years. 

Q.  Well,  will  you  explain  why  it  was  with  the  counsel  you  have 
at  your  command  you  should  employ  Mr.  Thummel  to  represent 
you  in  Iowa?  A.  The  statement  regarding  that  was  that 
Thummel  was  absolutely  the  best  man  to  handle  the  Iowa  situa- 
tion, and  that  he  would  be  sent  up  to  talk  with  me  about  it,  and 
he  did,  and  I  found  him  very  well  equipped  with  regard  to  the 
intention  of  the  people,  and  the  people  who  were  urging  it  and 
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what  should  be  done  about  the  poHcy  holders  and  so  on,  and  so 
we  preferred  to  retain  him  direct. 

Q.  Did  he  go  out  to  Iowa  on  that  ?    A.  He  did. 

Q.  And  he  represented  other  companies  besides  yours?  A.  I 
believe  so. 

O.  Represented  the  Mutual  ?    A.  I  believe  so. 

Q.  And  the  Equitable?    A.  Possibly. 

Q.  And  what  was  the  result  of  his  mission?  A.  I  think  it 
succeeded. 

Q.  In  what?    A.  In  defeating  the  tax  of  3  per  cent. 

Q.  Defeating  a  bill  for  that  purpose?    A.  Yes,  sir. 

Q.  You  say  a  couple  of  years  ago  he  was  retained  with  regard 
to  the  proposed  legislation  for  Federal  supervision?     A.  Yes. 

Q.  Is  he  still  under  retainer  regarding  that  ?    A.  No ;  he  is  not. 

Q.  That  was  for  a  particular  occasion  ?    A.  Yes,  sir. 

Q.  And  what  was  the  occasion,  what  was  he  to  do?  A.  Well, 
he  seemed  to  be  better  acquainted  with  the  people  at  Washington 
than  anybody  that  Judge  Hamilton  could  suggest,  and  so  he  went 
to  Washington  and  I  think  devoted  himself  to  the  introduction  of 
this  bill.  It  didn't  pass  finally,  didn't  amount  to  anything,  and  I 
think  his  retainer .     I  think  it  was  $1,600. 

Q.  Do  you  know  why  he  should  be  retaiiled?  A.  No,  no  other 
reason  except  he  was  a  man  very  largely  acquainted  in  Washing- 
ton.   I  don't  know  any  other  reason. 

Q.  And  in  that  he  represented  the  other  companies,  I  suppose, 
as  wed  ?    A.  Well,  yes,  I  think  he  did. 

Q.  Do  you  know  of  any  contributions  having  been  made  by 
insurance  companies  to  Congressional  committees, — I  mean  to 
campaign  committees  ?    A.    Never  heard  of  such  a  thing. 

Q.  You  yourself  have  had  dealings  sometimes  with  men  in 
different  states,  have  you  not  ?    A.  Yes. 

Q.  In  regard  to  these  matters?    A.  Yes. 

Q.  With  whom?    A.  Well,  with  the  officers  of  the  companies 
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as  a  rule,  they  would  come  to  New  York,  they  would  talk  about 
the  legislation  in  their  States,  and  like  Mr.  Paterson,  of  the 
Union  Central  Life,  and  Mr.  Merrell,  of  the  Northwestern,  all 
men  having  the  same  interest  that  I  did  against  the  attacks 
that  were  made  on  the  companies  every  year  and  any  person 
to  represent  us. 

Q.  Mr.  W.  J.  Holden's  name  was  mentioned  the  other  day  by 
one  of  the  witnesses  as  representing  insurance  interests  in  Massa- 
chusetts?   A.  Yes,  sir. 

Q.  Do  you  know  him?  A.  No;  I  never  met  him.  He  was 
retained  by  Mr.  Moss. 

Q.  Is  he  an  attorney?  A.  No,  I  think,  Mr.  Hughes,  under 
the  Massachusetts  Jaw,  he  does  not  have  to  be. 

Q.  He  was  not  retained  then  to  perform  legal  services? 
A.  No.  If  he  were  an  attorney  I  should  say  yes,  but  if  he  were 
not,  under  the  Massachusetts  law  you  have  a  right  to  register 
anybody,  either  an  attorney  or  an  agent. 

Q.  I  am  talking  now  as  to  whether  he  was  employed  with 
reference  to  proposed  leg'islation  in  Massachusetts?  A.  Oh,  that 
was  the  sole  purpose  of  employing  him. 

Q.  Now,  did  you  have  Mr.  Holden  under  a  regular  retainer? 
A.  He  got  $3,000  for  three  years. 

Q.  For  how  long  a  period  was  that?     A.  Three  years. 
Q.  And  when,  during  what  period?    A.  Say  three  years  ago, 
say  1901,  1902  and  1903,  or  1900,  1901  and  1902. 

Q.  Was  he  paid  by  Mr.  Hamilton  or  paid  direct  by  the  com- 
pany?   A.  No,  he  was  paid  direct. 

Q.  Now,  where  do  the  amounts  paid  to  Mr.  Holden  figure  in 
your  accounts     A.  They  went  to  the  law  expenses. 

Q.  And  they  are  part  of  these  totals  that  you  have  given  here  ? 
A.  They  are. 

Q.  Now,  you  met  Mr.  Holden  from  time  to  time,  didn't  you? 
A.  I  don't  believe  I  ever  saw  the  man. 
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Q.  You  had  correspondence  with  him?    A.  No,  never. 

Q.  What  did  you  understand  that  he  was  to  do  in  Massachu- 
-setts  ?  A.  Well,  the  Massachusetts  law,  as  I  say,  required  you  to 
register  everybody  appearing  in  relation  to  bills  before  the  Legis- 
lature, and  whatever  he  did  in  that  respect  I  think  he  would 
write  to  the  law  department  of  the  company  and  notify  them 
what  was  going  on,  and  generally  keep  them  posted,  I  suppose, 
with  what  was  occurring  in  the  way  of  proposed  legislation  and 
legislative  discussion. 

Q.  And  see  that  legislation  that  was  not  proper  legislation  in 
regard  to  the  policyholders  should  not  pass  if  he  could  prevent 
it?     A.  That  is  what  he  was  retained  for. 

Q.  You  are  conversant,  I  think,  with  the  legislation  in  various 
-States  sufficiently  to  know  that  men  in  a  position  to  deal  with 
such  matters  frequently  represent  a  great  many  interests,  not 
only  insurance  interests  but  other  interests?  A.  I  assume  that 
-to  be  so. 

Q.  And  they  are  in  a  position,  by  knowledge  of  such  matters 
and  pressure  that  they  can  bring  to  bear  upon  men  ordinarily  to 
prevent  the  reelection  of  a  man  who  opposes  their  wishes?  A. 
Well,  I  think  he  might  be  instrumental  in  doing  it. 

Q.  It  is  pretty  well  known  that  that  is  a  case,  isn't  it?  A.  I 
think  that  is  so,  Mr.  Hughes. 

Q.  So  that  the  right  man  retained  in  a  particular  case  is  in 
such  relation  to  matters  can  perhaps  prevent  legislation  which 
you  deemed  inimical  to  your  company?     A.  I  believe  he  could. 

Q.  And  the  man  that  balked  him  or  went  against  his  wishes 
would  probably  go  out  of  politics  ?  A.  Well,  I  wouldn't  want  to 
go  as  far  as  that. 

Q.  Well,  those  are  matters  pretty  generally  known,  aren't  they? 
-A.  His  position  might  be  strained. 

Q.  And  frequently  the  fact  is  that  it  is  only  necessary  to  re- 
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tain  the  right  man  without  spending  any  money  otherwise  ?     A.  1 
think  that  is  the  sole  object,  to  get  the  right  man. 

Q.  Now,  has  any  money  been  paid  by  the  New  York  Life  to 
William  H.  Buckley?     A.  Yes,  sir. 

Q.  In  what  way?  A.  $7,500  a  year  for  two  years,  and  I 
think  he  got  $2,600  more  than  that  a  year.  Not  as  much  as  that ; 
about  $2,200. 

Q.  Is  he A.  He  is  retained  by  the  company. 

Q.  As  counsel?    A.  Yes. 

Q.  What  do€s  he  do?  A.  Well,  Mr.  Buckley  was  formerly 
connected  with  the  Insurance  Department,  and  he  knows  all  the 
insurance  officials  of  this  date.  We  employ  him  to  go  wherever 
we  may  direct  about  anything  that  might  occur  as  to  the  com- 
pany's interests,  anywhere.  If  I  want  to  find  out — I  am  telling 
some  things  now  that  may  be  of  injury  to  the  company — ^but  if 
I  want  a  report  confidentially  of  some  man  connected  with  the 
company  in  some  capacity  it  is  his  business  to  give  that  to  me. 

Q.  This  is  the  total  amount  that  you  have  paid  him?  A. 
Yes — we  have  never  paid  him  any  more  money  than  that. 

Q.  Does  he  get  money  from  Mr.  Hamilton  ?  A.  I  have  never 
heard  of  it.     I  don't  believe  he  ever  did. 

Q.  Has  the  New  York  Life  paid  any  money  to  A.  G.  Field? 
A!.  Never. 

Q.  Have  you  ever  had  any  interviews  with  him?    A.  Never — 
with  Mr.  Field? 
Q.  Yes.     A.  Yes.     I  know  Mr.  Field. 

Q.  In  regard  to  what  matters?  A.  Well,  I  haven't  seen  him 
probably  in  four  years — seen  him  twice,  but  I  knew  him  when 
I  was  in  Albany,  and  was  very  active  in  the  Democratic  State 
Committee  and  in  his  work,  and  I  knew  him  accordingly. 

Q.  I  find  that  in  Mr.  Hamilton's  bank  account  with  the  Albany 
Trust  Company  that  on  September  i,  1905,  there  was  deposited  to 
his  credit  $162,041.67.    Do  you  know  whether  at  or  about  that 
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time  the  New  York  Life  paid  him  any  money?    A.  About  Sep- 
tember 1st,  Mr.  Hughes? 

Q.  Yes.  It  is  deposited  to  his  credit,  September  ist  of  this 
year,  $162,041.67?  A.  On  September  ist?  He  has  had  no  money 
from  us  this  year  except  that  which  he  gathered  from  an  assign- 
ment of  the  Tax  Claims  Law  and  that  amounted  to  about  $90,- 
000.00. 

Q.  I  see?    A.  One-third  of  $270,000.00. 

Q.  Will  you  kindly  explain  what  you  mean  by  the  assignment 
of  this  tax  claim?  A.  Yes.  I  am  not  so  sure  that  my  last  state- 
ment— I  think  I  did  refer  to  the  fact  that  he  had  been  employed 
in  relation  to  the  taxes. 

Q.  Yes;  you  have  explained  that?  A.  Well,  the  New  York 
Life  had  taxes  paid  in  this  and  other  States  of  the  Union  about 
$416,000  in  the  year  1902,  that  was  taxes  for  the  first  time  on  the 
1 90 1  receipts,  1903  and  1904. 

Q.  Go  on,  Mr.  McCall?  A.  In  the  year  1901  a  tax  law  was 
passed  taxing  all  the  life  insurance  companies  for  the  first  time 
on. their  premium  receipts,  and  the  payment  of  which  was  made 
in  1902,  and  so  on  down  to  1904.  In  talking  with  mm  one  day, 
he  said,  "I  do  not  believe  that  this  tax  act  is  worth  what  it  is  writ- 
ten on."  I  said,  "That  was  something  to  think  about."  He  said, 
"No,  and  I  believe  if  we  could  carry  it  up  to  the  highest  court 
of  the  land  that  we  would  get  a  decision  that  the  State  of  New 
York  had  no  right  to  tax  a  contract  that  was  made  prior  to  the 
passage  of  the  act,"  and  we  made  an  agreement  with  him  that  he 
should  take  hold  of  the  case,  and  I  didn't  care  to  act  as  the — 
for  the  New  York  Life — didn't  care  to  act  as  the  party  in  the 
suit,  and  so  the  Provident  Savings  of  this  city  was  made  the  com- 
plainant party.  The  case  was  carried  to  the  Court  of  Appeals 
of  New  York  and  decided  in  October  of  1904,  and  Judge  Ham- 
ilton won  the  suit.  It  made  a  difference  of  one  million  dollars 
to  the  three  great  companies  of  New  York  in  the  matter  of  taxa- 
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tion.  We  agreed  with  him — the  New  York  Life  did,  at  least — 
that  we  should  give  him  one-third  of  the  recovery  made  from  the 
decision  in  the  event  that  the  decision  was  favorable ;  and  he 
should  have  no  fees  whatever  in  case  he  lost  his  suit.  Pursuant 
to  that  the  New  York  Life  this  year  has  paid  no  taxes  to  the  State 
of  New  York,  and  for  his  remuneration  he  took  an  assignment 
of  our  claim  of  the  moneys  with  the  Comptroller  of  the  State  to 
the  extent  of  one-third  of  the  allowance,  and  that  $90,000  he  ob- 
tained through  the  assignments.  He  was  not  here,  of  course,  in 
September.  I  suppose  it  was  done  in  his  office.  That  is  the  only 
moneys  that  I  can  think  of  in  that  one  hundred  and  sixty  thousand 
dollars. 

Q.  This  litigation  was  started  ni  1902,  was  it  not.  A.  I  think 
that  is  the  year. 

Q.  In  other  words,  proceedings  were  begun  by  the  Provident 
Savings  Company  in  1902  for  the  purpose  of  showing  that  con- 
tracts made  before  the  passage  of  the  act  were  not  subject 
to  this  tax  ?    A.  Yes. 

Q.  And  who  was  the  attorney  at  the  beginning  of  that  pro- 
ceeding?   A.  I  think  Mr.  Edward  E.  McCall. 

Q.  Did  you  have  any  contingent  arrangement  with  him?  A. 
Yes. 

Q.  The  same  contingent  arrangement?  A.  It  was  the  same 
thing.  After  he  went  on  the  bench  Judge  Hamilton  took  his 
interest  in  it. 

Q.  So  that  the  original  arrangement  was  made  with  Judge 
McCall  when  he  was  a  solicitor  ?  A.  Yes,  and  Judge  Hamilton ; 
they  acted  together  in  the  case. 

Q.  It  was  a  matter,  as  I  understand  it,  of  statutory  construc- 
tion.   The  tax  imposed  was  upon  premiums  ?    A.  Yes. 

Q.  And  the  question  was  whether  it  was  premiums  upon  con- 
tracts made  before  the  passage  of  this  act?    A.  Yes,  sir. 
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Q.  Which  was  the  construction  of  the  department?  A.  That 
was  it. 

O.  And  the  tax  had  been  made  on  that  basis  ?    A.  Yes. 

O.  The  matter  was  taken  before  the  courts ;  do  you  remember 
how  it  was  decided  in  the  first  instance?  A.  Decided  in  the 
lower  courts  in  each  instance  against  the  company. 

Q.  And  in  1903  it  was  before  the  Appellate  Division,  which 
confirmed  the  decision  below  against  the  company?  A.  That  is 
right. 

Q.  Up  to  that  time  Judge  Hamilton  had  had  nothing  to  do 
with  it  so  far  as  his  appearance  in  the  case  before  the  courts  is 
concerned?     A.  I  think  not. 

Q.  The  argument  was  not  a  very  extended  one,  was  it? 
A.  Well,  I  read  the  brief  in  the  cases.  I  thought  they  were  verji 
thoroughly  tried. 

Q.  Thorough  and  complete  and  very  effective,  but  the  argu- 
ment necessarily  lay  within  a  small  question,  determining  the 
construction  to  be  placed  on  this  act?    A.  Yes. 

O.  There  was  no  evidence  in  the  case?    A.  No,  sir. 

Q.  And  the  record  was  a  short  one ;  it  was  a  legal  proceeding 
of  a  petition  ?    A.  Yes ;  not  very  long,  I  think. 

Q.  Now,  can  you  explain  why  it  would  not  have  been  appro- 
priate for  the  New  York  Life  Insurance  Company  with  this  case, 
admittedly  of  importance  and  with  a  question  of  law  to  be  re- 
viewed, to  employ  one  of  its  counsel  upon  the  usual  terms  to 
bring  the  proceedings  and  make  the  argument,  for  reasonable 
compensation?  A.  Well,  frankly,  Mr.  Hughes,  the  New  York 
Life  would  not  care  to  appear  as  the  plaintiff  in  the  transaction. 

Q.  Well,  that  could  not  furnish  a  reason  why,  from  its  desire 
not  to  appear  as  plaintiff,  it  should  make  a  contingent  arrangement 
to  give  a  third  of  the  recovery  ?  A.  I  think  the  arrangement  was 
a  very  excellent  one,  if  you  will  permit  me  to  say  it,  and  we  ran 
no  risk.    He  agreed  to  take  the  case  to  the  highest  court ;  he  found 
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a  client  in  another  state,  two  or  three  of  them  at  least,  and  the 
arrangement  was  if  he  did  not  win  his  case  he  was  not  to  get 
anything,  and  if  he  did  win  it  he  should  have  one-third  of  the 
recovery. 

Q.  Of  course  the  New  York  Life  as  an  institution  of  dignity 
and  power  and  ample  resources  if  it  thinks  a  question  of  law 
should  be  reviewed  is  in  a  position  to  review  it,  even  thoug'h  the 
decision  is  against  it?    A.  Yes. 

Q.  And  upon  the  usual  terms  of  compensation.  Now,  did  the 
Provident  Life  pay  for  the  services  rendered  to  it?  A.  That  1 
don't  know. 

Q.  Or  did  any  of  the  companies  that  were  interested  in  it  pay 
for  the  services  ?    A.  That  I  don't  know. 

Q.  When  Judge  Hamilton,  after  Judge  McCall  went  on  the 
bench,  took  charge  of  the  case  it  was  in  the  Court  of  Appeals  and 
he  argued  the  case  and  I  presume  wrote  the  brief  and  appeared 
before  the  court  as  the  record  shows  and  the  case  was  won?  A. 
Yes. 

Q.  Now,  as  the  result  of  the  winning  of  that  case  there  was  a 
rebate  to  which  the  company  was  entitled  by  virtue  of  the  taxes 
therefore  paid  upon  an  erroneous  theory  of  the  sum  of  $272,703.- 
27,  including  principal  and  interest?  A.  Yes;  in  the  State  of 
New  York. 

Q.  And  upon  that  under  this  agreement  Judge  Hamilton  was 
entitled  to  one-third,  or  something  like  $90,000?  A.  Yes ;  that  is 
a  summary  of  it. 

Q.  Did  you  make  any  inquiry  as  to  what  that  litigation  could 
be  conducted  for  either  through  somebody  else's  name  or  directly 
by  you  without  the  making  of  a  contingent  ag'reement?  A.  No; 
I  did  not.  I  thought  it  was  a  very  good  arrangement  for  the 
company  to  make,  that  if  it  could  save  two-thirds  of  the  taxes 
paid  to  the  State  of  New  York  and  didn't  have  to  pay  any  expense 
in  connection  with  the  suit,  that  we  had  a  very  good  agreement. 
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Q.  Judge  Hamilton  at  that  time  was,  of  course,  under  the 
regular  retainer  of  $10,000  a  year?    A.  Yes. 

Q.  Judge  McCall  was  under  a  similar  retainer?  A.  Yes.  He 
was  in  charge  of  the  real  estate  and  mortgages,  and  had  a  re- 
tainer, too,  Mr.  Hughes. 

Q.  Now,  this  amount  payable  as  a  refund  by  the  State  was  paid 
apparently  in  this  way.    On  April  5,  1905,  you  were  credited  the 

full  amount  of  the  tax  of  $119,226.62  for  the  year  1904 .    A. 

Without  paying  any  money. 

Q.  Without  paying  any  money.  Then  it  appears  from  the 
records  furnished  me  by  the  State  Treasurer  that  an  additional 
amount  was  credited,  amounting  to  some  $42,386.47  to  various 
companies,  to  the  Commercial  General  Life,  the  John  Hancock, 
the  Northwestern,  the  Phoenix  Mutual  and  the  Travelers  and 
these  amounts  were  credited  again  against  what  would  be  payablS 
to  you?    A.  Yes,  under  an  assignment. 

Q.  That  is  you  assigned  parts  of  your  claims  to  them?  A.  Yes. 

Q.  Well,  what  was  that  for?  A.  There  is  a  law  in  this  state 
which  permits  a  corporation  having  overpaid  its  taxes  to  assign 
to  another  corporation,  and  in  that  way  Hamilton  got  his  fees, 
without  our  paying  anything  to  him. 

Q.  So  that  the  credits  to  which  you  were  entitled  to  the  extent 
of  this  $42,386.47,  and  also  to  the  extent  of  $48,000,  making  a 
total  of  $90,386.47  were  assigned  to  various  companies  to  be  used 
by  them  to  offset  their  taxes  ?    A,  That  is  right. 

Q.  And  then  they  paid  the  face  amount  to  Judge  Hamilton  or 
to  you — probably  to  Judge  Hamilton?  A.  No,  not  to  us.  That 
assignment  was  filed  by  the  State  Treasurer  to  pay  their  re- 
spective taxes. 

Q.  Exactly,  and  they  of  course  had  to  pay  you  for  the  credit 
that  obtained?    A.  They  didn't  pay  us. 

Q.  They  didn't  pay  you,  but  they  paid  Judge  Hamilton? 
A.  Yes. 
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Q.  And  in  that  way  he  got  his  money  ?  A.  In  that  way  he  got 
his  money. 

Q.  So  it  was  not  a  payment  direct  by  the  State  to  you  and  you 
to  Judge  Hamilton  ?    A.  No,  sir. 

Q.  But  a  credit  allowed  by  the  State  to  others  who  paid  Judge 
Hamilton.  Now,  then,  it  would  seem,  according  to  this,  that 
Judge  Hamilton  had  received  the  full  amount  of  money  ?  A.  He 
certainly  has  in  that  instance,  yes,  Mr.  Hughes. 

Q.  And  there  still  remains  out  of  this  total  of  $253,323.27  a 
balance  to  which  you  are  still  entitled  to  credit  by  reason  of  the 
refund  of  $63,090.18?     A.  Those  are  the  figures,  I  think. 

Q.  Now,  I  understood  you  to  say  the  other  day,  that  Judge 
Hamilton  when  he  went  away,  or  at  some  time  in  the  summer, 
referred  to  the  amount  to  which  he  was  entitled  from  the  company 
as  an  ofifset  to  the  $235,000  we  were  speaking  of?    A.  Yes. 

Q.  Apparently  he  got  this  amount  without  using  any  part  of 
that  as  an  offset?  A.  Yes;  he  did.  But,  Mr.  Hughes,  beyond 
the  amount  that  was  coming  to  him  from  the  State  of  New  York, 
our  total  premiums  involved  in  that  transaction  were  $413,000  in 
other  States.  Under  the  reciprocal  law  the  Attorney  General 
made  a  decision  that  this  decision  of  the  Court  of  Appeals  ap- 
plied to  the  companies  of  other  States,  and  we  had  $140,000 
of  such  claims,  of  which  he  was  entitled  to  $44,000. 

Q.  So  that  his  fees  in  this  matter  through  this  decision 
amounted  not  to  $92,000  but  to  $196,000?  A.  $90,000  in  this 
State  and  $40,000  in  the  other  five  States. 

Q.  Having  a  similar  contingency  arrangement  as  to  those?  A. 
On  the  recovery. 

Q.  Now,  has  he  received  that  amount?    A.  No;  he  has  not. 

Q.  So  when  you  referred  the  other  day  to  having  some  eighty 
or  ninety  thousand  dollars  to  offset  you  didn't  mean  that?     A.  No. 

Q.  You  meant  some  $44,000  tO'  offset?     A.  Did  I  say  $80,000? 

O.  T  am  under  the  recollection  you  said  about  $85,000?     A.  I 
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think  not.     I  think  I  said  the  balance  was  $75,000,  made  up  of 
this  $44,000  and  his  bills  unpaid. 

Q.  You  intended  to  refer  to  those  other  matters?  A.  I  in- 
tended, of  course  to  refer  to  the  tax  matter,  just  as  you  are  read- 
ing there.  That  involved  all  those  other  States — Connecticut, 
Massachusetts,  Illinois  and  New  Jersey. 

Q.  And  how  much  did  you  figure  would  be  coming  to  him 
this  year?  A.  About  $45,000  coming  from  taxes,  and  I  assume 
his  bills  this  year  will  be  $120,000. 

Q.  $120,000?    A.  Yes,  sir. 

Q.  Making  a  total  of  about .     A.  About  $160,000,  which 

would  leave,  according  to  your  estimate,  about  $75,000  or  $80,000 
if  such  an  offset  were  allowed  ?     A.  Yes,  sir. 

Q.  Well,  now  we  find  that  these  amounts  do  not  amount  ap- 
parently to  this  $162,000  that  was  deposited  on  September  ist, 
except  his  getting  his  fees.  You  think  he  may  have  put  it  ir. 
that  account?  A.  Well,  September  ist,  he  was  not  here  and 
therefore  I  can't  conjecture  as  to  what  that  $162,000  is. 

Q.  The  only  point  I  want  to  ask  you  in  regard  to  it  is  whether 
the  New  York  Life  on  or  before  September  ist,  apart  from  this 
interest  payment,  paid  him  any  money?  A.  Not  a  dollar  this 
year. 

Q.  Not  a  dollar?    A.  No. 

Q.  I  find  that  on  June  23d  there  was  deposited  to  the  credit 
of  Mr.  Hamilton  in  the  Albany  Trust  Company  $34,102.16,  and 
on  June  24th,  $21,961.93.  Did  the  New  York  Life  pay  him  any 
money  at  that  time?  A.  The  New  York  Life  has  paid  Judge 
Hamilton  this  year  $12,664.90,  and  not  another  dollar. 

Q.  Of  course,  this  account  you  hand  me  refers  to  what  pay- 
ments have  been  made  under  law  expenses?  A.  And  there  are 
no  other  payments.     He  has  had  nothing  else. 

Q.  The  other  day  you  know  we  found  the  $235,000,  which  does 
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not  figure  there.    A.  That  wasn't  in  this  year?     I  am  referring 
to  this  year. 

Q.  And  the  fact  that  there  were  such  items  leads  me  to  ask 
whether  there  was  anything  outside  of  this.  A.  No,  sir  there 
was  not. 

Q.  And  you  know  nothing  about  the  source  of  these  moneys? 
A.  I  do  not. 

Q.  Now,  I  merely  want  to  ask  you  just  an  additional  question, 
if  you  at  any  time  had  any  conversation  with  Judge  Hamilton 
or  with  anybody  else  in  which  you  have  gained  any  information 
as  to  what  was  done  by  Judge  Hamilton  with  the  moneys  which 
you  placed  in  his  hands  for  the  purpose  of  avoiding  any  unde- 
sirable legislation?  A.  I  have  absolutely  no  knowledge  what- 
ever. 

Q.  In  this  State  or  anywhere  else?    A.  Or  anywhere. 

Q.  Now,  you  say  you  had  no  knowledge.     Of  course,  you  did 

not  mean A.  I  mean  a  general  knowledge,  but  not  specific 

knowledge,  that  he  ever  paid  anyone  one  dollar  for  any  improper 
purpose  or  any  wrong  purpose  or  any  other  interest  than  to 
protect  our  interests  in  this  State.  I  mean  about  bribery  or 
buying  legislators.  I  wish  to  be  emphatic  about  that.  That 
never  was  discussed  between  us  and  nothing  of  that  kind  was  ever 
mentioned. 

Q.  Did  you  have  any  information  as  to  what  was  done  with  it? 
A.  No ;  except  as  I  tell  you  he  was  given  the  entire  United  States 
and  Canada  to  irranage  in  this  direction,  and  all  I  know  was  he 
performed  his  duty  to  the  best  of  his  ability. 

Q.  Now,  have  you  from  time  to  time  given  Judge  Hamilton 
orders  directed  to  branch  offices,  or  agency  offices  of  the  New 
York  Life,  telling  them  to  supply  Judge  Hamilton  with  money? 
A.  That  is  the  way  he  got  his  money.  During  the  year  he  would 
make  up  his  accounts,  I  fancy  from  the  statements,  that  we  got, 
and  say  now  I  am  g'oing  out  to  settle  my  indebtedness,  and  he 
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would  get  orders  on  our  branch  offices,  with  an  order  to  pay  him 
say  $200,000  in  Illinois,  or  $200,000  in  Wisconsin,  and  that  is  the 
way  he  procured  his  money. 

Q.  Those  moneys  went  through  the  branch  office  account? 
A.  Yes,  and  they  are  in  these  sums. 

Q.  Oh,  they  came  back  to  the  home  office  ?  A.  Charged  to  law 
expenses. 

Q.  So  these  accounts  from  the  branch  offices,  when  they  come 
up,  are  ledgerized  by  you  and  distributed  so  the  books  will  show 
all  the  money  that  advanced  through  the  branch  offices  to  Judge 
Hamilton?  A.  Yes,  sir. 

Q.  And  the  purpose  for  which  it  was  used?    A.  Every  dollar. 

Q.  Did  you  direct  the  agencies  of  the  New  York  Life  through 
various  States  to  give  Judge  Hamilton  any  money  in  cash? 
A.  No ;  I  would  direct  them  to  pay  on  this  warrant.  He  would 
take  with  him  his  receipt  for  a  thousand  dollars  or  two  thousand 
dollars  and  that  he  would  take  to  the  branch  office  and  get  the 
money.  How  he  got  it,  whether  in  cash  or  in  checks,  I  don't 
know. 

Q.  Did  you  supply  the  branch  offices  with  any  information  as 
to  what  this  was  to  be  used  for?    A.  Never. 

Q.  Or  did  you  provide  for  their  receiving  any  voucher  other 
than  his  receipt?    A.  That  was  all. 

Q.  Didn't  you  get  from  Judge  Hamilton  any  information  as  to 

why  he  wanted,  say  in  Rhode  Island  or  Illinois,  or  Iowa . 

A.  No  other  reason  in  the  world,  but  that  he  had  his  arrangement 
in  all  the  States  and  would  attend  to  them  accordingly. 

Q.  And  as  he  traveled  around  through  the  States,  when  he  got 
to  the  point  where  he  needed  any  money,  he  could  go  to  the 
branch  office  with  that  order  and  they  would  give  him  the  money  ? 
A.  That  is  right. 

Q.  Why  wasn't  the  money  given  him  at  your  office?  A.  I 
suppose  the  convenience  of  his  going  out  and  traveling  to  the 
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different  places.     He  never  had,  of  course,  any  order  that  per- 
mitted him  to  get  all  the  money  he  wanted. 

Q.  If  Judge  Hamilton  had  wanted  to  use  any  of  these  moneys 
for  the  purpose  of  aiding"  in  the  election  of  a  particular  legislator 
or  defeating  the  election  of  an  obnoxious  man,  he  could  have 
done  it  without  the  matter  being  brought  to  your  attention?  A. 
He  could  have  done  it,  yes. 

Q.  And  you  don't  know  anything  about  it,  whether  he  did  or 
not  ?  A.  I  do  not,  Mr.  Hughes ;  I  don't  think  he  used  it  for  that 
purpose,  however. 

Q.  You  spoke  of  the  Providence  Mutual  Life  Insurance  Com- 
pany.   That  is  a  stock  company,  is  it  not?    A.  It  is,  yes. 

Q.  Do  any  of  the  officers  of  the  New  York  Life  Insurance 
Company  own  any  stock  in  that  company  ?    A.  Not  one. 

Q.  It  is  in  the  New  York  Life  Building?  A.  It  is  a  tenant; 
that  is  all. 

Q.  That  is  all  the  relations  any  of  the  officers  have  to  it?  A. 
Except  I  am  a  policy  holder. 

Q.  But  you  have  no  lien  upon  the  stock?    A.  No,  sir. 

Q.  Or  option  upon  it?    A.  Not  at  all. 

O.  Or  any  interest  in  it  ?  A.  Not  the  slightest,  directly  or  in- 
directly. 

Q.  What  led  the  company  to  locate  in  your  building?  A.  Mr. 
Scott ;  I  was  formerly  in  touch  with  the  Equitable,  and  when  we 
got  our  building  he  said  he  would  like  to  come  and  take  rooms 
in  our  building  and  I  was  encouraging'  good  tenants,  and  told  him 
to  come.  There  is  no  other  connection  with  the  stock,  and  no  one 
connected  with  the  New  York  Life  is  in  any  way  connected  with 
the  stock. 

Q.  Now,  my  attention  is  called  to  the  fact  that  these  taxes, 
which  were  paid  about  October  ist,  or  September  29,  1904,  for 
the  year  1903,  amounted  to  $111,139.04.     A.  Yes. 
•  Q.  And  this  apparently  was  paid  in  two  items,  one  of  $75,000 
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and  one  of  $36/139.04.  Can  you  tell  me  whether  the  $75,000 
came  from  the  New  York  Life  directly,  not  going  through  Judge 
Hamilton?  A.  It  was  paid  in  a  'check  to  the  Comptroller  of  the 
State. 

Q.  That  $75,000?    A.  Yes. 

Q.  But  the  entire  amount  of  $111,139.04  had  been  placed  in 
Judge  Hamilton's  hands  in  June,  1904?    A.  Yes,  it  had. 

Q.  That  exact  amount?    A.  Yes,  it  had. 

Q.  Can  you  explain  how  it  was  that,  if  he  had  been  provided 
with  the  entire  amount  to  pay  the  tax,  he  only  paid  $36,139.04  of 
it,  and  the  company  afterwards  paid  the  $75,000?  A.  Yes,  Mr. 
Hughes,  I  can.  In  June  the  tax  is  payable  of  $111,139.04.  The 
case  had  been  argued  but  no  decision  had  been  made  and  he 
came  to  the  office  one  day  and  said,  "I  don't  know  whether  we  will 
get  a  decision  during  this  term  of  the  Court  or  not,  and  you  may 
have  to  pay  that  tax,"  and  so  a  check  was  provided  for  the  exact 
amount  of  the  tax  and  given  to  him.  Subsequently  he  said  to 
me,  "Well,  there  is  no  decision  handed  down  yet.  I  want  per- 
mission to  use  of  that  $111,139.04  such  amount  as  will  defray  my 
bill  for  the  rest  of  the  year,  and  if  I  call  on  you  for  the  payment 
of  the  tax  later  on  I  want  such  a  sum  of  money  as  may  complete 
the  payment  in  case  I  make  that  use  of  it.''  He  got  the  $111,- 
139.04  and  no  decision  was  rendered  until  October.  Then  when 
October  came  he  said  I  have  got  thirty-six  thousand  or  thirty- 
seven  thousand,  whatever  it  may  be  of  the  unexpended  balance  of 
the  $111,000,  and  I  will  need  $75,000  to  pay  that  tax,  and  in  that 
way  the  check  was  given  to  the  State  Comptroller  and  he  paid  out 
of  his  other  funds  the  $36,000. 

Q.  Now,  at  that  time  did  you  bring  to  his  attention  the  fact 
that  he  had  this  $235,000  in  his  hands?  A.  No,  I  never  con- 
nected the  two  things  together,  Mr.  Hughes. 

Q.  It  is  suggested  that  I  bring  to  your  attention  your  testi- 
mony that  a  great  deal  of  work  was  done  for  you  in  appearing 
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before  Committees  of  Legislatures.  Will  you  explain  how  these 
bills  which  were  inimical  to  your  company,  which  have  some- 
times been  called  strike  bills,  could  be  defeated  by  appearance  be- 
fore committees,  and  arguments?  A.  Not  necessarily  a  de- 
feat, but  I  think  the  mere  argument  before  a  committee  on  a 
bill — I  don't  recall  my  exact  testimony  there,  and  even  as  you 
speak  of  it  now,  I  would  like  to  refresh  my  memory  as  to  any 
statement  I  made  at  that  time — but  I  think  that  any  bill,  whether 
it  be  good  or  bad,  can  best  be  shown  up  by  a  public  discussion 
of  its  merits  or  demerits,  as  the  case  may  be. 

Q.  Now,  our  attention  has  been  called  to  a  loan  made  by  the 
New  York  Life  Insurance  Company  to  John  R.  Hegeman.  A. 
Yes. 

Q.  Which,  for  a  number  of  years — or  I  won't  say  a  number  of 
years,  but  for  a  considerable  period,  ran  at  the  rate  of  i%  per 
cent,  interest.  Will  you  explain  with  whom  that  loan  was  nego- 
tiated?   A.  With  Mr.  Gibbs,  our  treasurer,  Mr.  Hughes. 

Q.  Do  you  know  why  it  was  made  at  that  low  rate  of  interest? 
A.  No,  I  didn't  know  it  was  made  until  after  it  was  on  the  books 
of  the  company.  My  attention  was  not  called  to  it,  and  nothing 
was  said  to  me  about  it.  Of  course,  Mr.  Hughes,  there  is  no 
question  about  the  loan,  is  there?    That  isn't  raised? 

Q.  No.  The  point  is  simply,  how  it  happened  it  should  be 
made  at  that  rate  of  interest.    A.  I  don't  know. 

Q.  It  is  below  the  market  rate  for  money  for  a  large  part  of 
the  time.  A.  I  don't  know.  I  had  a  loan,  too,  with  Mr.  Hege- 
man himself  at  a  low  rate  of  interest,  and  it  was  increased  to 
2  per  cent,  or  2%  per  cent. 

Q.  You  mean  with  the  Metropolitan  Life?  A.  With  the 
Metropolitan  Life. 

Q.  When  did  you  get  a  loan  from  the  Metropolitan  Life?  A.  I 
think  about  two  years  ago;  maybe  two  years  and  a  half;  I  am 
not  so  sure  about  the  date. 
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Q.  Are  you  a  director  of  the  Metropolitan  Life?    A.  I  am. 

Q.  And  were  you  at  that  time?    A.  I  was. 

Q.  With  whom  did  you  negotiate  that  loan?  I  mean  what 
officer  representing  the  Metropolitan  Life  ?    A.  Mr.  Hegeman. 

Q.  Was  that  loan  made  first  to  you  on  January  22,  1903?  A.  I 
think  that  is  the  date. 

Q.  For  $50,000?    A.  Yes. 

Q.  And  the  rate  of  interest  was  ii^^  per  cent.?  A.  Yes;  I 
think  that  is  right. 

Q.  And  then  on  January  22,  1904,  it  was  renewed?  A.  Yes, 
it  still  exists. 

Q.  And  this  was  renewed  and  ran  through  the  year  1904  at 
1%  per  cent,  rate?    A.  Yes. 

Q.  And  on  March  17,  1904,  an  additional  loan  of  $25,000  was 
made  to  you  by  the  Metropolitan  Life?    A.  Yes. 

Q.  At  1 1/2,  per  cent?    A.  Yes. 

Q.  And  that  continued  through  the  year  1904?    A.  It  did. 

Q.  And  is  that  the  amount  still  outstanding,  $75,000  ?  A.  That 
is  right;  $75,000. 

Q.  And  the  rate  of  interest  remained  1I/2,  per  cent,  until  July 
I,  1905?    A.  Until  this  year. 

Q.  Until  July  i,  1905?     A.  I  guess  that  is  right. 

Q.  And  then  it  was  changed  to  2^,  per  cent.  ?  A.  I  have  paid 
2%  per  cent,  this  year. 

Q.  Will  you  kindly  explain,  Mr.  McCall,  how  you  could  justify 
taking  a  loan  from  the  Metropolitan  Life  at  that  rate  of  interest? 
A.  I  would  have  taken  it  at  a  lower  rate  if  they  would  have 
given  it. 

Q.  Well,  you,  as  a  director  of  the  Metropolitan  Life,  were 
interested  in  seeing  that  its  investments  were  made  at  a  proper 
return?  A.  Now,  do  you  think  it  was  for  me  to  decide  the  rate 
of  interest? 
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Q.  You  were  a  director.  I  am  calling  your  attention  to  that. 
A.  It  is  a  stock  company,  Mr.  Hughes. 

Q.  But  your  duty  as  a  director  still  gave  you  an  interest  in 
its  investments?  A.  I  don't  think  my  duty  as  a  director  called 
on  me  to  pay  a  higher  rate. 

Q.  You  then  claim  it  would  be  proper  for  you  to  take  money 
from  that  company  without  interest  if  they  were  willing  to  give 
it?    A.  Oh,  no;  that  is  reductio  ad  absurdem. 

Q.  So,  I  understand.  But  are  we  to  understand  that  you  did 
not  allow  your  relations  with  the  company  as  a  director  in  any 
way  to  come  into  your  mind  when  you  were  dealing  with  this 
matter  for  your  personal  interest?     A.  No. 

Q.  Are  you  on  any  of  the  committees  of  the  Metropolitan  Life? 
A.  I  have  never  served  on  a  committee. 

Q.  Do  you,  as  a  director  of  the  Metropolitan  Life,  know  that 
loans  have  been  made  to  J.  R.  Hegeman  by  the  Metropolitan 
Life  at  11/2,  per  cent,  interest?     A.  No. 

Q.  That  has  never  been  brought  to  your  attention.  I  under- 
stand that  Mr.  Albert  McClave  is  employed  by  the  New  York 
Life  in  some  capacity?     A.  Yes. 

Q.  He  is  a  son-in-law  of  yours,  I  believe?     A.  He  is. 

Q.  Now,  what  contract  has  he  with  the  New  York  Life  ?  A.  A 
regular  inspector's  contract.  I  think  he  draws  $10,000  a  year  and 
he  receives  $5,000  additional. 

Q.  And  what  is  that  for?  You  mean  as  a  part  of  his  stipu- 
lated compensation?  A.  Yes;  it  is  a  part  of  his  compensation. 
He  gets  $15,000  a  year  all  told. 

O.  Has  he  any  commissions  or  interests  in  renewals  ?  A.  No ; 
nothing  of  that  kind  except  what  he  writes  himself.  If  he  writes 
a  risk  himself  that  is  what  he  does. 

Q.  Then  he  gets  the  usual  commission?     A.  Yes. 

Q.  But  aside  from  what  business  he  personally  writes  his  total 
compensation  is  $15,000  a  year?     A.  That  is  right. 
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Q.  Attention  has  also  been  called  to  the  fact  there  is  a  Mr. 
John  A.  Horan  in  your  company  ?    A.  Yes,  there  is. 

Q.  Is  he  related  to  you?  A.  Yes  he  is;  he  is  Mrs.  McCall's 
brother. 

Q.  What  is  his  relation  to  the  society?  A.  Auditor  at  the 
Paris  office. 

Q.  How  much  does  he  get?     A.  $7,500  a  year. 

Q.  Has  he  anything  in  addition  to  that  specified  salary?  A. 
No. 

Q.  We  were  shown  the  other  day  certain  checks  made  by  tlie 
Equitable  Life  to  Andrew  Hamilton  for  certain  moneys ;  I  forget 
the  amount;  which  checks  apparently  were  cashed  at  the  New 
York  Life  office;  they  bore  Mr.  Banta's  endorsement.  Do  you 
know  what  that  was  for?  A.  Well,  only  from  Mr.  Banta.  He 
said  there  was  a  check  from  the  Equitable  Life  to  Hamilton,  who 
came  to  him  to  get  the  money,  to  check  his  endorsement  on  it.  It 
didn't  go  on  the  New  York  Life  books  at  all,  Mr.  Hughes;  had 
nothing  to  do  with  that. 

Q.  It  was  simply  cashed  up  there?  A.  That  is  all.  It  was 
either  cashed  there  or  the  signature  guaranteed  at  the  bank,  I  don't 
know  which. 

Q.  One  case  it  was  that  and  other  case .  A.  Had  no  re- 
lation with  the  New  York  Life  at  all — the  deposit  I  mean. 

Q.  Do  you  know  of  any  practice  of  the  insurance  companies 
contributing  equally  in  regard  to  their  defensive  tactics  ?  A.  Yes, 
I  do  know  of  one  instance.     Shall  I  tell  it? 

Q.  Will  you  kindly  tell  it,  yes.  A.  In  the  State  of  Wiscon- 
sin an  action  was  brought  against  the  Equitable  Life  by  the  Com- 
missioner of  the  State  to  oust  them,  and  the  litigation  exended 
over  a  period  of  two  years,  involving  the  right  to  issue  a  deferred 
dividend  contract.  It  affected  all  of  the  companies,  because  they 
were  all  issuing  the  same  kind  of  a  contract,  and  we  agreed  that 
if  they  should  go  ahead  with  the  litigation  that  we  would  stand 
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one-third  of  that  expense.  One-third  of  the  expense  was  $io,ooo, 
I  think — no,  it  was  $14,000,  payable  in  two  checks.  The  Com- 
missioner was  defeated  and  the  Equitable  remained  in  the  State. 
But,  Mr.  Hughes,  you  will  understand  this,  that  was  entirely 
litigation  before  the  court.  I  have  the  checks  for  that  here,  if 
you  desire  to  see  them. 

Q.  That  is  the  only  matter  of  that  sort  where  the  companies 
contributed  equally?    A.  That  is  the  only  one  I  know  of. 

Q.  The  reason  I  ask  you  that,  is  we  have  evidence  of  such 
contributions  between  the  Equitable  and  Mutual .    A.  No. 

Q.  But  as  to  the  New  York  Life .     A.  No,  this  is  the  only 

case  I  know  of.  That  entirely  related  to  a  suit  in  the  courts  on 
the  question  whether  any  company  had  a  right  to  issue  a  deferred 
dividend  contract. 

Q.  My  attention  has  also  been  called  to  legislation  of  this 
State  putting  Chicago  &  Alton  bonds  in  1903  upon  what  is  called 
the  savings  bank  list?    A.  Yes. 

Q.  Do  you  recall  the  promotion  of  that  legislation?  A.  Not 
at  all.  The  New  York  Life,  Mr.  Hughes,  had  no  more  to  do  with 
that  than  the  man  in  the  moon  had  to  do  with  it. 

Q.  The  New  York  Life  had  invested  previously  quite  largely 
in  those  bonds?    A.  Yes,  in  those  bonds. 

Q.  Well,  am  I  to  understand  that  it  was  not  contemplated  by 
the  officers  of  the  New  York  Life  that  this  legislation  if  enacted 
would  increase  the  value  of  the  bonds?  A.  Oh,  doubtless  that 
was  the  idea,  undoubtedly,  that  it  would. 

Q.  But  as  a  matter  of  fact .     A.  A  low  rate  of  interest  and 

they  didn't  do  it. 

Q.  And  the  savings  banks  did  not  take  the  bonds?  A.  The 
savings  banks  did  not  take  the  bonds.  Understand,  Mr.  Hughes, 
we  had  nothing  to  do  with  it. 

Q.  I  take  it  you  mean  to  make  that  very  emphatic,  that  your 
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company  had  nothing  to  do  with  that  in  any  way,  shape  or  man- 
ner?    A.  Not  in  any  form,  not  directly  or  indirectly. 

Q.  Now,  is  it  a  fact  that  money  is  sent  from  the  Paris  office  to 
New  York  from  time  to  time  for  use  here  that  does  not  appear 
on  the  books  of  the  company  ?  A.  No ;  I  don't  recall  any  such 
instances,  Mr.  Hughes. 

Q.  Do  you  recall  that  moneys  from  time  to  time  are  sent  from 
the  Paris  office  ?  A.  Oh,  yes,  but  that  is  in  the  general  accounts 
of  the  company  and  comes  in  the  usual  way. 

Q.  You  mean  in  the  remittances  of  balances  from  time  to  time  ? 
A.  Yes. 

Q.  What  I  refer  to  are  cases  where  moneys  might  be  put  on 
deposit  somewhere  to  be  available  for  use?    A.  Yes. 

Q.  That  has  not  occurred  ?    A.  I  don't  recall  any  such  occasion. 

Q.  They  had  up  this  Paris  office  return  on  investment  as  con- 
nected with  the  general  question  of  extension  of  business,  cost 
of  new  business,  cost  of  getting  it,  and  how  far  certain  proceed- 
ings are  advisable  in  the  interests  of  policy  holders,  which,  as  I 
understand  from  your  own  statement,  constitutes  some  of  the 
most  perplexing  questions  in  insurance — is  not  that  so?    A.  Yes. 

Q.  Will  you  kindly  explain  what  the  reason  was  for  the  ex- 
pense connected  with  the  Paris  office  building  which  comes  to  a 
total  of  actual  cost  of  some  two  millions  and  a  half?  A.  Yes. 
The  original  Paris  building,  of  course,  was  purchased  before 
my  administration,  but  it  was  an  old  building'  built  really  of  the 
stones  of  the  old  Bastile,  and  was  intended  to  be  a  restaurant  and 
was  not  at.  all  adequate  for  office  purposes,  but  for  the  time  being 
served  the  purpose,  and  it  had  a  name  and  a  trade  mark  and  was 
known  as  the  Cafe  Riche,  and  the  company  occupied  a  part  of  it. 
I  am  speaking  now  more  of  the  history  of  the  building  than  of 
anything  else.  Our  European  business  grew  so  largely  that  this 
building,  as  I  say,  was  absolutely  useless  for  our  purposes,  so  the 
old  building  was  destroyed  and  the  new  building  put  on  the  site 
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which  the  company  occupied  in  its  entirety  except  one,  the  ground 
floor. 

Q.  Well,  now,  on  the  new  building  there  was  spent  in  con- 
struction, according  to  the  evidence,  about  a  million  and  a 
quarter?     A.  Yes. 

Q.  Some  twice  as  much  as  the  building,  for  example,  of  your 
company  in  Minneapolis?    A.  Yes. 

Q.  Now,  what  was  the  reason  for  that?  A.  It  was  the  head- 
quarters of  Europe,  and  Paris,  as  you  know,  is  a  show  city  where 
all  Europeans  go  at  some  time  of  the  year.  It  was  helpful  to  us 
in  that  respect,  and  all  our  foreign  business  was  absolutely  man- 
aged from  this  central  part,  just  as  though  the  company  was  a 
company  in  itself  with  its  headquarters  at  Paris. 

Q.  So  that  for  sentimental  and  advertising  reasons  it  was  good 
to  have  the  building  there?    A.  Yes,  it  was. 

Q.  And  aside  from  that,  what  I  am  getting  at  is  how  that 
amount  of  money  could  be  expended  on  the  building  actually  put 
there?    A.  $1,250,000? 

O.  Yes.    A.  Oh,  yes. 

Q.  It  was  spenr,  I  understand  that,  but  how  did  it  happen 
such  a  large  amount  was  expended  in  purchasing  the  building  you 
actually  have?  A.  It  is  a  very  showy  building.  I  don't  know 
whether  you  have  ever  seen  it  or  not. 

Q.  Yes ;  I  have  seen  it.  A.  And  it  is  really  a  conspicuous 
building  in  Paris.  The  contracts  were  duly  let  and  we  took  all 
precautions  regarding  it,  and  I  wish  to  say  as  a  general  remark 
that  what  we  value  our  real  estate  at  is  not  at  all  in  connection 
with  cost  or  what  Ihe  value  may  be.  We  do  not  want  to  sell,  bu( 
I  do  want  the  New  York  Life  not  to  carry  its  real  estate  as  any- 
thing more  than  a  3%  per  cent  earning  basis. 

Q.  That  has  been  explained.  Mention  has  also  been  made  of 
your  Russian  investments.    A.  Yes. 

Q.  Investment  in  Russian  bonds?     A.  Yes. 
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Q.  Do  I  understand  that  the  Russian  Railroad  securities  are 
guaranteed  by  the  Russian  government  as  to  principal  or  only  as 
to  interest?  A.  I  understand  they  are  guaranteed  as  to  principal 
and  interest. 

Q.  Have  you  looked  into  that  question?  A.  No;  I  have  not, 
definitely,  but,  of  course,  Mr.  Hughes,  you  understand  in  Russia 
the  money  comes  from  our  premiums  gathered  there.  We  don't 
fake  money  from  the  United  States  to  invest  in  Russia.  It  is 
from  the  premiums  gathered  there. 

Q.  What  is  the  total  amount  you  have  there  invested?  A.  I 
should  say  ofifhand  $16,000,000.  We  have  sixty  millions  of 
business  in  Russia.  "And  if  it  is  at  all  of  interest  to  know,  out  of 
that  sixty  millions  of  business  we  had  but  two  losses  in  the  Russo- 
Japanese  war. 

MR.  TULLY:  How  much  did  those  two  losses  amount  to? 
THE  WITNESS :  $7,500. 

Q.  I  findr  here  a  statement  purporting  to  have  been  written  by 
the  company  to  one  of  its  agents.  Of  course  I  cannot  vouch  for 
the  authenticity  of  it,  but  I  want  to  know  if  it  does  reflect  the 
attitude  of  the  management.  It  says  ''though  the  management  is 
disposed  to  encourage  policies  for  annual  dividends  there  is  no 
absolute  rule  that  no  such  policy  should  be  written."  Noav,  is 
it  the  policy  of  the  company  to  discourage  policies  with  annual 
dividends  ?    A.  Yes ;  we  don't  believe  in  them. 

Q.  I  should  be  very  g'lad  for  you  to  state  why  you  don't  believe 
in  them?  A.  Because  the  cost  of  getting  the  business  in  the 
earlier  years  makes  the  annual  dividend  policy  holder  a  dissatis- 
fied policyholder. 

Q.  In  other  words,  in  each  year  if  the  proceeds,  if  the  distribu- 
tion of  the  results  of  the  year,  were  credited  to  the  policyholders 
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annually  what  thev  would  be  entitled  to,  you  think  they  would 
be  dissatisfied  ?  A.  Yes ;  I  do,  say,  for  three  years.  On  the  third 
year  practically. 

Q.  Are  there  companies  which  do  an  annual  dividend  business 
largely?    A.  Yes,  there  are  companies. 

Q.  You  have  studied  the  question,  I  suppose,  of  comparative 
methods?  A.  Yes.  There  are  companies  that  do  an  annual 
dividend  business,  Mr.  Hughes. 

Q.  Do  you  think  they  tind  that  difficulty?  A.  Yes,  because 
they  don't  begin  to  do  one-fiftieth  part  of  the  business  that  we  do, 
and  I  should  like,  Mr.  Hughes — will  you  let  me  make  a  sugges- 
tion right  here? 

Q.  Yes,  go  on.  A.  I  think  this  morning's  investigation  devel- 
oped one  thing,  I  think  in  justice  due  the  New  York  Company 
that  this  committee  should  ask  for  the  contracts  of  some  of  the 
annual  dividend  companies  doing  business  in  this  state,  or  of  their 
agents. 

Q.  We  certainly  shall  do  so.  A.  The  talk  this  morning  ran 
along  the  lines  that  we  paid  a  less  commission  on  annual  dividend 
policies  than  the  others.  That  is  true,  because  we  are  a  deferred 
dividend  company  you  may  say,  but  I  will  guarantee  you  if  you 
call  for  the  contracts  of  the  annual  dividend  companies  in  this 
state  you  will  be  amazed  to  see  what  they  pay. 

Q.  We  will  certainly  have  those  matters  in  evidence  before 
we-  get  through.  A.  You  will  find  some  of  them  pay  20  per 
cent,  a  year  more  than  we  do. 

Q.  What  is  that?  A.  You  will  find  that  the  annual  dividend 
companies  have  got  contracts  in  existence  that  will  call  for  20 
per  cent,  more  commission  than  we  pay. 

BY  MR.  ROGERS: 

Q.  Can  you  give  the  names  of  the  companies  that  you  char- 
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acterize?    A.  I  should  like  if  you  would  excuse  me  from  doing 
that.     I  will  do  it  privately. 

BY  MR.  HUGHES : 

Q.  How  do  they  get  along  if  they  pay  so  high  and  they  are 
on  an  annual  dividend  basis?  A.  They  do  that  very  thing  that 
you  were  criticising  by  innuendo  this  morning,  as  to  where  you 
provide  for  your  reserve  in  the  first  year.  They  take  it  out  of  the 
surplus  that  has  been  accumulated  in  the  company  and  pay  it. 

Q.  Of  course,  that  is  the  same  thing  that  is  done  by  the  New 
York  Life,  is  it?  A.  Yes,  but  it  appears  that  we  are  the  only 
offenders. 

Q.  Oh,  there  are  others?    A.  Yes,  there  are  others. 

Q.  I  think  I  asked  you  the  other  day  as  to  whether  you  ever 
had  any  interest  in  any  syndicate?  A.  Yes,  you  asked  me  the 
question,  and  I  said  I  never  had  any  interest  in  any  syndicate 
that  sold  securities  to  the  New  York  Life.  Please  don't  under- 
stand that  I  haven't  had  an  interest  in  syndicates.  I  don't  want 
that  understood. 

Q.  Oh,  no,  you  have  had  an  interest  in  syndicates,  I  under- 
stand.    A.  Yes. 

Q.  But  you  have  not  had  an  interest  in  a  syndicate  where  the 
New  York  Life  buys  bonds?     A.  No,  I  have  no  interest. 

Q.  We  have  had  here,  for  instance,  a  great  deal  of  evidence  as 
to  the  flotation  of  syndicates  which  are  now  owned  by  the  New 
York  Life?  A.  Let  me  be  precise  about  it.  The  New  York 
Life  has  been  in  73  syndicate  transactions.  I  have  participated 
in  two  of  them  in  which  I  made  $2,000  out  of  the  73,  and  in  none 
that  have  sold  securities  to  the  company. 

Q.  Which  were  those  two  cases?  A.  The  International  Ma- 
rine?   That  has  not  been  dissolved. 
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Q.  Were  you  in  that?  A.  Fellow-feeling  makes  us  wondrous 
kind. 

Q.  What  was  your  interest  in  that?     A.  $ioo,ocx3. 

Q.  That  isn't  one  of  the  class  that  pay  $2,000?  A.  I  will  sell 
it  to  you  for  what  I  paid  for  it. 

Q.  Well,  you  would  have  to  buy  it  back  the  next  day.  A.  I 
wish  you  would  give  me  a  little  leeway  of  three  days  on  that. 

Q.  Just  go  on,  Mr.  McCall,  if  you  will,  and  mention  the  others? 
A.  The  Chicago,  Burlington  &  Quincy.  I  have  got  $20,000  in 
that,  and  got  $2,000  in  profit  out  of  it. 

Q.  And  you  say  the  New  York  Life  did  not  buy  any  bonds  in 
it?  A.  No.  They  bought  bonds,  but  bought  them  in  the  mar- 
ket. 

Q.  You  have  called  this  International  Mercantile  Marine  to 
my  attention,  and  I  do  not  know  whether  I  asked  you  if  you 
knew  anything  about  that  transaction  when  $800,000  was  sold 
on  December  31st,  and  bought  back  on  January  2d?  A.  With- 
out any  reflection  on  anybody  connected  with  it,  I  don't  know 
anything  about  it. 

Q.  Did  you  suppose  you  had  parted  with  it?  A.  I  heard  there 
was  a  sale  at  go  and  afterwards  I  heard  it  didn't  materialize. 

Q.  You  knew  the  $80,000  was  to  be  sold  ?     A.  Yes,  I  did. 

Q.  Did  you  suppose  that  was  an  absolute  sale?     A.  I  did. 

Q.  And  you  were  surprised  when  these  same  things  came  back? 
A.  I  was  surprised  afterwards  that  the  man  who  wanted  it  at 
90  didn't  take  it. 

Q.  The  case  was  that  it  was  sold  at  par  and  bought  back  at  par? 
A.  No;  I  knew  nothing  about  that. 

Q.  That  was  the  earlier  transaction  at  the  end  of  1903  ?  A.  I 
don't  know  anything  about  that. 

Q.  Either  of  that  sale  or  the  repurchase  ?    A.  No,  I  did  not. 

Q.  That  was  handled  exclusively  by  Mr.  Perkins?  A.  Mr. 
Perkins  and  Mr.  Randolph  handled  that.     I  should  like  to  say, 
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Mr.  Hughes,  too,  for  the  record,  that  I  am  not  a  stockholder  in 
the  MetropoHtan  Life. 

Q.  How  long  have  you  been  a  director  there,  Mr.  McCall? 
A.  I  think  about  eight  years,  maybe  a  little  longer. 

Q.  I  want  to  ask  you  this  question:  I  understand  you  said 
in  April,  1901,  substantially  as  follows:  "Mr.  Perkins  severs 
his  connection  with  the  New  York  Life  completely  when  he 
enters  the  firm  of  J.  P.  Morgan  &  Company.  We  don't  believe 
it  right  that  an  officer  of  a  firm  making  such  enormous  invest- 
ments as  ourselves  should  be  connected  with  any  banking  firm 
dealing  in  investments."  Do  you  recall  that  now?  A.  I  don't 
recall  just  what  I  said,  but  the  question  then  up  was  whether 
Mr.  Perkins  should  go  to  J.  Pierpont  Morgan  &  Company  and 
stay  with  the  New  York  Life  and  try  to  give  full  time  to  the  con- 
cern.    I  didn't  think  it  could  be  done. 

Q.  Did  you  change  your  opinion  in  regard  to  this  matter  you 
spoke  of?  A.  Yes.  I  am  a  very  thorough  believer  in  Mr. 
Perkins  being  connected  with  the  New  York  Life  and  with  Mr. 
Morgan. 

Q.  When  did  you  come  to  that  conclusion?  A.  Well,  I  did 
that,  I  believe,  about  a  year  after  he  went  into  the  firm. 

Q.  You  thought  it  worked  well?     A.  I  thought  it  did. 

BY  MR.  CHAIRMAN : 

Q.  Mr.  McCall,  while  Mr.  Hughes  is  looking  up  his  data,  do 
you  know  anything  about  the  participation  of  policyholders  of 
foreign  mutual  companies  in  the  concerns  of  their  companies, 
whether  or  not  it  is  general — more  general  than  it  is  in  this 
country?    A.  Participation  of  foreign . 

Q.  Of  foreign  policyholders  in  the  affairs  of  their  mutual  com- 
panies? A.  I  think,  Mr.  Chairman,  that  the  mutual  companies 
on  the  other  side,  are  few  and  far  between ;  scarcely  any. 
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Q.  You  think  there  are  few  ?    A.  Oh,  very  few. 

Q.  I  assume  that  in  England  there  must  be  mutual  companies? 
A.  Oh,  no,  they  run  to  the  stock  proposition. 

Q.  Mostly  stock  companies?    A.  Almost  entirely. 

Q.  Do  you  find  in  these  bills  that  annoy  you  in  legislatures 
that  the  departmental  influence  is  disregarded  or  departmental 
recommendations  are  disregarded  by  the  committees  or  by  the 
legislatures  ?    A.  Not  always. 

Q.  Do  you  find  the  department  usually  conservative  and  right 
minded  about  measures?  A.  I  will  speak  about  our  own  State 
and  Massachusetts.    They  are  particularly  so. 

Q.  And  the  committees  consider  the  departmental  recommen- 
dations with  some  closeness  ?    A.  Without  question. 

Q.  Have  you  ever  given  any  consideration  to  a  standard  form 
of  life  insurance  policy,  Mr.  McCall?    A.  Yes,  I  have. 

Q.  Much  consideration?  A.  Not  a  great  deal.  I  never 
thought  it  was  feasible.  Something  might  be  done  along  that 
line. 

Q.  Has  it  been  a  subject  of  discussion  in  insurance  circles?  A. 
Not  very  much,  I  think. 

Q.  I  would  be  very  glad  if  you  would  tell  us  briefly  what  you 
think  of  a  standard  form  of  life  insurance  policy,  if  it  can  be 
devised?  A.  Well,  I  think  it  would  be  very  difficult  for  the 
reason  that  the  contract  that  we  would  issue  you  would  find  most 
of  the  smaller  companies  could  not  do  it.  They  could  not  pay  the 
same  surrender  value  and  they  could  not  make  the  loans,  and  they 
could  not  do  many  things,  for  example,  the  New  York  Life 
policy,  if  you  will,  is  absolutely  non-forfeitable  from  date.  We 
do  not  contest  a  policy  for  any  reason  once  we  issue  it.  We 
haven't  any  such  thing"  on  our  books.  The  moment  we  issue  a 
contract  to  a  man  we  find  out  in  advance  whether  he  is  capable  of 
paying  the  premium,  we  find  out  his  physical  condition  and  then 
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we  don't  have  any  law  suits  with  his  widow.  And  I  do  not  think 
the  smaller  companies  would  want  to  take  that  risk. 

Q.  Well,  if  a  standard  form  of  policy  could  be  devised,  al- 
though as  indulgent  as  the  largest  company  could  issue,  it  would 
yet  be  a  standard  form  for  all  companies,  and  the  objections,  diffi- 
culties, in  the  way  of  drawing  a  standard  form  of  policy  could 
be  overcome,  what  would  you  say  as  to  having  a  standard  form? 
A.  It  may  be  devised  and  I  would  not  say  it  was  objectionable 
either. 

Q.  Would  your  objection  to  a  standard  form  of  life  insurance 
policy  obtain  if  it  was  coupled  with  the  requirement — no  other 
form,  but  requiring  them  to  issue  one  standard  form?  A.  Yes, 
I  think  that  would  be  all  right. 

MR.  HUGHES :  That  is  all,  Mr.  McCall. 
BY  MR.  ROGERS : 

Q.  I  want  to  ask  you,  Mr.  McCall,  why  in  differentiations  of 
the  deferred  dividend  policyholders,  the  annual  dividend  policy- 
holders, and  dissatisfaction  or  express  a  dissatisfaction  in  the 
course  of  a  few  years.  How  do  you  explain  it?  A.  At  the  ex- 
pense of  the  business  during  the  first  two  or  three  years. 

Q.  At  the  expense  of  the  business A.  Because  of  the 

expense  of  the  business  for  the  first  two  or  three  years.  For 
example,  might  I  just  say  a  word  on  that  point? 

Q.  I  was  not  clear  what  your  precise  reason  was?  A.  Well, 
take  our  annual  dividend  policies.  We  don't  offer  them;  you 
might  say,  well  the  reason  you  don't  offer  them  is  because  you 
are  a  deferred  dividend  company,  almost  wholly.  Say  eighty  per 
cent  of  our  business.  That  is  true.  Yet  on  the  other  hand  our 
agents  could  issue  annual  dividend  policies,  it  might  be  limited  in 
number,  but  I  am  very  sure  they  would  not  do  near  the  business 
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they  now  are  doing.  Let  me  illustrate  that,  if  you  will,  my  point. 
The  Connecticut  Mutual,  one  of  the  best  of  the  companies,  is  an 
annual  dividend  company,  and  at  one  time  it  stood  head  and 
shoulders  to  the  front  among  all  other  companies,  and  yet  to-day 
after  thirty  or  forty  years  of  existence  or  more  the  New  York 
Life  does  in  six  months  as  much  business  as  that  company  has 
got  in  force;  in  six  months  of  a  single  year  we  do  as  much 
business  as  that  company  has  in  force.  Le  me  carry  that  point 
still  further,  that  the  English  companies,  the  greatest  of  the 
English  companies,  is  the  Equitable,  greatest  because  it  is  the 
oldest  and  it  is  peculiarly  conservative,  and  it  has  no  agents, 
does  business  through  advertising,  and  everyone  knows  that  its 
bonuses  are  very  large  because  they  don't  pay  commissions,  and 
the  simple  appeal  to  the  Englishman  involves  an  appeal  to 
patronize  the  home  company.  That  company  issues  just  one 
policy  a  day,  after  125  years  of  existence,  having  paid  the 
greatest  dividends  and  bonuses ;  we  issue  287  thousand  policies 
in  a  year.  The  average  man  will  not  insure  through  sentiment. 
You  have  got  to  have  this  man  in  the  field  who  goes  out  and 
takes  Mr.  Rogers  and  Mr.  Hughes  and  Mr.  Chairman,  insures 
his  life  through  pertinacity,  through  keeping  at  him.  That  sort 
of  man  must  be  paid.  It  isn't  every  man  that  can  be  a  life 
insurance  agent.  You  must  have  men  who  are  willing,  if  you 
please,  to  stand  rebuffs  and  come  again,  and  that  class  of  man 
you  have  got  to  pay,  and  I  suppose  it  would  astonish  you  to 
know  that  out  of  our  10,000  agents  they  do  not  earn  $800  a  year 
on  the  average. 

BY  MR.  HUGHES  : 

Q.  Almost  as  bad  as   ministers?    A.  Some   ministers   ought 
not  to  earn  that  much. 
Q.  Some  agents  do. 
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BY  MR.  McKEEN: 

Q.  There  is  one  question  I  forgot  to  put  on  the  general  line 
this  morning  bearing  on  this  question  of  deferred  dividends.  OI 
course,  you  are  very  familiar  with  the  history  of  the  Equitable, 
and  you  recall  the  original  charter  of  the  Equitable  contained 
what  is  considered  to  be  an  imperative  direction  that  the  surplus 
be  ascertained  every  five  years.  Now,  do  you  recall  the  legis- 
lation in  1868?  A.  Very  well,  Mr.  McKeen,  that  is,  I  recall  the 
legislation  of  1868.  It  was  two  years  before  my  being  in  the 
department,  but  I  am  familiar  with  it. 

Q.  You  are- familiar  with  the  fact  that  in  1868  the  Legislature 
passed  a  general  law  removing  that  requirement?     A.  Yes. 

Q.  And  that  a  similar  law  was  passed  a  few  years  later?  A. 
Yes,  sir. 

Q.  Now,  was  that  legislation  prompted  by  the  experience  that 
it  was  unwise  for  a  company  to  be  restricted  as  to  the  precise 
period  when  it  must  ascertain  its  surplus?  A.  Yes.  I  think 
that  legislation  was  undoubtedly  prompted  by  the  Equitable 
Life. 

Q.  Well,  that  you  pretty  well  know  to  be  the  fact,  do  you  not? 
A.  Yes.     Is  that  all,  Mr.  Chairman? 

MR.  HUGHES :     Just  a  moment. 

Q.  You  said  the  other  day,  Mr.  McCall,  that  you  were  a  policy- 
holder in  the  New  York  Life  for  a  large  amount.  I  have  for- 
gotten just  what  amount?     A.  $300,000. 

Q.  When  did  you  become  a  policyholder  ?  A.  When  I  went  in 
the  company. 

Q.  1892?    A.  Yes. 

Q.  For  the  full  amount?  A.  No;  I  have  increased  it  from 
year  to  year  as  my  income  increased. 
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Q.  Do  you  know  what  the  returns  have  been  to  the  policy- 
holders by  the  old  Equitable?  A.  Yes,  I  think  the  last  bonus, 
it  was  a  five-year  bonus — Mr.  Weeks,  can  you  tell  me?  I  can 
give  you  that  information,  Mr.  Hughes. 

Q.  You  mean  a  bonus  to  policyholders?    A.  Yes,  a  bonus. 
Q.  Is  it  a  fact  that  they  have  paid  very  largely  to  policyholders  ? 
A.  Oh,  very  largely. 

Q.  Despite  the  fact  they  have  increased  their  business  very 
slightly?    A.  Yes. 

Q.  And  that  they  only  get  a  few  policyholders  a  year  ?  A.  Yes, 
sir. 

Q.  They  have  been  able  to  do  that  because  they  have  not  had 
a  very  large  expense  in  getting  business?  A.  Yes,  scarcely 
any. 

Q.  Now,  your  business  on  your  books  at  the  end  of  last  year 
is  $1,928,000,000?     A.  Yes,  sir. 

Q.  And  you  are  increasing  the  business  at  the  rate  of  $340,- 
000,000  a  year?    A.  Not  this  year. 

Q.  But  the  net  increase  has  been  about  $180,000,000  or  $200,- 
000,000  a  year?    A.  Yes,  sir. 

Q.  Now,  in  your  judgment,  as  an  insurance  man,  should  they 
go  on  indefinitely?  Is  there  no  time  when  an  insurance  com- 
pany should  say  it  is  better,  all  things  considered,  to  call  a  halt? 
A.  I  think  there  is  a  limit  to  human  capacity. 

Q.  And  to  capacity  of  human  supervision?    A.  Yes. 
Q.  And  to  capacity  to  handle  such  gigantic  accumulations? 
A.  Undoubtedly. 

Q.  Have  you  thought  about  it  enough  to  reach  in  your  mind 
as  to  what  that  limit  should  be?  A.  No.  I  think  it  is  a  very 
serious  question.  I  think  this  Committee  could  do  a  great  deal 
of  very  good  work  in  that  respect,  Mr.  Hughes. 

Q.  That  is  exactly  what  I  had  in  mind.  Here  you  are  rolling 
up  what  of  course  we  all  realize  to  be  enormous  sums  and  insur- 
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ing  a  great  many  risks,  and  the  question  is  whether  there  is  any 
point  at  which  an  insurance  company  should  stop  writing  business 
and  limit  itself  to  keeping  up  a  complement  of  business  which  it 
may  deem  advisable  to  properly  distribute  its  risks  and  maintain 
its  prestige?  A.  To  carry  that  out  will  require  a  very  serious 
consideration,  and  I  say  to  you  frankly  I  think  it  is  a  subject  that 
should  be  very  seriously  considered  by  this  committee. 

Q.  Has  that  been  mooted  at  all  in  the  past  among  insurance 
men,  voluntary  action  of  that  kind?  A.  No,  Mr.  Hughes,  it  has 
been  mooted,  but  it  was  with  a  desire  to  restrain  the  New  York 
Life. 

Q.  I  see.  And  there  was  no  tendency  to  equalize  the  thing  all 
around.     No. 

Q.  I  heard  the  other  day  that  there  was  an  insurance  president 
some  years  ago  that  proposed  something  of  that  kind,  but  that  the 
proposition  did  not  meet  with  favor.  Do  you  know  of  that?  A. 
Yes,  I  do.  There  was  such  a  bill  introduced  at  Albany  or  a 
suggestion. 

MR.  HUGHES :  That  is  all,  Mr.  McCall.  Is  Mr.  Thummel 
here? 

MR.  BECK :  He  is  not  here. 

MR.  HUGHES:  I  had  told  counsel  that  I  would  notify  him 
when  I  would  call  Mr.  Thummel,  but  it  has  slipped  my  mind,  so 
I  wish  to  have  no  animadversion  made  by  reason  of  his  not  being 
present  to-day.  I  will  ask  Mr.  Devlin  to  take  the  stand,  but  be- 
fore Mr.  Devlin  resumes,  is  Mr.  Towner  here? 

NEIL  F.  TOWNER,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 
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BY  MR.  HUGHES : 

Q.  Where  do  you  reside?    A.  Albany. 

Q.  Are  you  connected  in  any  way  with  Mr.  Hamilton  in  busi- 
ness?   A.  Yes. 

Q.  In  what  way?  A.  I  am  associated  in  the  practice  of  law 
with  Judge  Hamilton  in  Albany. 

Q.  How  long  have  you  been  such  ?    A.  Since  1902,  January  i. 

Q.  Have  you  had  occasions  from  time  to  time  to  receive  re- 
turned checks  from  the  banks  that  had  been  drawn  by  Judge 
Hamilton  ?    A.  Very  seldom. 

Q.  Have  you  done  so  recently?    A,  Yes,  sir. 

Q.  From  what  bank  ?    A.  The  Albany  Trust  Company. 

Q.  When  did  you  receive  the  returned  checks?  A.  In  Sep- 
tember, I  cannot  give  you  the  date. 

Q.  Have  you  the  deposit  book?    A.  No. 

Q.  Have  you  the  returned  checks  in  your  possession?    A.  No. 

Q.  Who  has  them?     A.  I  don't  know. 

Q.  To  whom  did  you  give  them?  A.  I  laid  them  on  Judge 
Hamilton's  desk. 

Q.  Are  they  there  now?  A.  I  do  not  think  so.  They  were 
not  there  the  last  time  I  looked. 

Q.  Did  you  look  in  response  to  the  subpoena?    A.  Yes. 

Q.  They  were  not  there?    A.  No. 

Q.  Do  you  know  who  had  taken  them  ?    A.  No. 

Q.  Who  has  access  to  his  desk?  A.  Almost  anybody,  the  desk 
is  there  and  open. 

Q.  When  did  you  get  these  returned  checks?  A.  I  cannot  give 
you  the  exact  date.    It  was  in  September. 

Q.  That  is  last  month?    A.  Yes,  this  last  month. 

Q.  Did  you  lock  them  in  his  desk  ?  A.  No,  I  put  them  in  the 
drawer  in  the  desk,  I  think. 
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Q.  And  when  you  got  the  subpoena  the  other  day  you  looked 
for  them  and  they  were  not  there?    A.  Yes. 

Q.  That  is  all  you  know  about  them  ?    A.  Yes. 

Q.  Did  you  have  his  check  book  ?    A.  No. 

Q.  Do  you  know  where  that  is,  or  who  has  it?    A.  No. 

Q.  Have  you  ever  cashed  any  checks  for  Mr.  Hamilton?  '\.  I 
don't  recollect  any  now.     I  may  possibly. 

Q.  Do  you  recall  cashing  any  checks  for  $20,00  or  $25,000? 
A.  No,  no  such  amount  as  that. 

Q.  Or  any  amount  over  $5,000?     A.  Not  that  I  recall,  no. 

Q.  When  is  Judge  Hamilton  expected  back?  A.  I  think  the 
nth  or  I2th  of  October. 

Q.  Has  he  already  sailed?  A.  No,  I  think  he  sails  Thursday 
or  Friday  of  this  week. 

MR.  HUGHES :  That  it  all,  Mr.  Towner.  Mr.  Devlin,  you 
may  take  the  stand. 

EDWARD  I.  DEVLIN,  resumed. 

BY  MR.  HUGHES: 

Q.  You  had  a  sheet  the  other  day  which  contained  data  with 
reference  to  the  earnings  of  Foreign  Office  buildings  ?     A.  Yes. 

Q.  Have  you  got  that  here?     A.  Yes. 

Q.  We  had  already  looked  at  the  New  York  Life's  building  in 
Paris,  you  remember?     A.  Yes. 

Q.  And  I  would  like  to  have  the  same  sheet  as  you  had  at 
that  time?     A.  Is  this  the  sheet,  Mr.  Hughes  (handing  paper). 

Q.  Just  give  me,  if  you  will,  the  gross  and  net  income  from  the 
Berlin  office  building?     A.  For  1904? 

Q.  Yes,  or  if  you  have  it  for  a  period  of  three  years,  as  you 
gave  the  other.     We  will  take  the  same  here.     A.  The  gross 
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income  from  the  Berlin  building  for  1904  was  $20,941.42,  and 
the  net  income  $16,690.30,  or  4  7-10  on  the  book  value. 

Q.  How  closely  does  the  book  value  correspond  to  the  actual 
cost  to  the  company  of  that  building?  A.  Here  is  the  state- 
ment. 

MR.  HUGHES;  Witness  hands  me  a  statement  showing  the 
cost  of  the  Berlin  building  which  I  offer  in  evidence. 

(Paper  marked  Exliibit  239.) 

(This  exhibit  will  be  found  in  the  book  of  exhibits.) 

THE  WITNESS :  The  book  value  to-day  is  $355,000.  The 
actual  cost  $362,738.99. 

Q.  What  is  the  income  gross  and  net  from  the  building  in 
Vienna  belonging  to  the  New  York  Life  Insurance  Co.  ?  A.  The 
gross  income  for  the  year  ending  December  31,  1904,  was  $16,- 
136.50,  and  the  net  income  $11,992.33,  or  3  4-10  per  cent,  on  the 
book  value. 

Q.  What  is  the  actual  cost  of  that  building? 

(Witness  hands  paper  to  counsel.) 

MR.  HUGHES :     I  offer  that  in  evidence. 

(Marked  Exhibit  240.) 

(Tills  exhibit  will  be  found  in  the  book  of  Exhibits.) 

Till-:  WITNESS :  The  book  value  of  the  Vienna  building  is 
$.1.55.' "J",  the  actual  cost  $306,340.50. 
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Q.  How  much  of  the  income  derived  from  the  Vienna  build- 
ing   A.  May  I  have  it  appear  on  the  record  that  that  in- 
crease was  only  a  portion  of  the  increase  made  by  the  seven  State 
examiners  in  the  year  1894.  They  made  an  increase  of  $67,125 
at  that  time. 

Q.  And  you  took  credit  for  how  much?  A.  Apparently  about 
$28,000. 

Q.  How  much  of  the  income  derived  from  the  Vienna  building 
which  you  have  just  stated  to  be  gross  about  $16,000  was  paid  by 
the  company  itself  or  charged  to  the  company  itself  as  rent  for  the 
offices  it  occupied?    A.  $3,000. 

Q.  How  much  of  the  income  of  the  Berlin  building  was 
charged  to  the  company  itself  as  the  rent  of  the  offices  it  occu- 
pied?   A.  $2,620. 

Q.  What  is  the  income  gross  and  net  received  from  the  build- 
ing at  Amsterdam,  Holland?  A.  For  the  year  ending  December 
31,  1904,  the  gross  income  was  $7,573.20  and  the  net  income 
$3,815.42,  or  2%  per  cent,  on  the  book  value. 

Q.  How  much  of  the  income  of  $7,500  was  charged  to  the 
company?     A.  $1,300. 

Q.  What  is  the  book  value  of  the  Amsterdam  building?  A. 
$150,000. 

Q.  What  is  the  actual  cost  of  the  Amsterdam  building?  A. 
$190,808.61. 

Q.  Have  you  a  statement  there?    A.  Yes. 

MR.  HUGHES :     I  offer  it  in  evidence. 

(Exhibit  marked  No.  241.) 

(Exhibit  241  will  be  found  in  the  book  of  exhibits.) 

Q.  What  is  the  income  from  the  building  at  Belgrade,  Servia  ? 
A.  For  the  year  ending  December  31,  1904,  $2,382.55. 
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Q.  Gross?  A.  Gross.  Net,  $760.83,  or  a  fraction  over  5  per 
cent,  on  the  book  value. 

Q.  How  much  is  paid  by  the  company?     A.  $20.17. 

Q.  What  is  the  book  value?  A.  The  company  was  only  a 
tenant  for  a  portion  of  the  year.  The  value  is  $15,000.  Now, 
Mr.  Hughes,  I  would  like  to  say  in  that  connection,  that  the  Bel- 
grade property  is  the  only  one  used  for  office  building  purposes 
which  has  been  purchased  during  Mr.  McCall's  administration. 
It  was  bought  in  1894  at  a  cost  of  $48,250  and  one-half  of  it 
was  sold  in  1894  for  $6,670,  and  we  are  carrying  the  remaining 
one-half  at  $15,000.     It  is  a  small  one-story  structure. 

MR.  HUGHES :  I  offer  the  statement  in  evidence. 

(Exhibit  Marked  Exhibit  No.  242.) 

(No.  242  will  be  found  in  the  book  of  exhibits.) 

Q.  What  is  the  gross  income  from  the  building  in  Buda-Pesth? 
A.  For  the  year  ending  December  31,  1904,  $22,045.30,  gross; 
net  $13,548.01  or  2.0246  per  cent  on  the  book  value. 

Q.  What  is  the  amount  paid  b>  the  company?    A.  $2,000. 

Q.  What  is  the  actual  cost  of  the  building?  A.  $625,310.85 
and  the  book  value  $550,000. 

Q.  Have  you  a  statement  of  the  cost  there?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  243.) 

(Exhibit  243  will  be  found  in  the  book  of  exhibits.) 

O.  You  carry  your  main  office  at  Broadway  and  Leonard  street 
at  $5,000,000?    A.  That  is  correct. 
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O.  What  is  its  actual  cost?    A.  $7,121,267.37. 

Q.  What  is  the  total  gross  income  from  that  building"  ?  A.  For 
the  year  ending  December  31,  1904,  $331,089.84. 

Q.  How  much  of  that  is  charged  to  the  company?  A.  The 
company  charges  itself  with  $150,000  risk,  of  which  we  apportion 
$132,500  to  the  home  office  building  and  $14,000  to  what  is  now 
called  the  home  office  annex  building,  and  $3,500  to  the  building 
on  the  corner  of  Elm  and  Pearl  Streets,  which  is  used  very 
largely  for  furniture  and  office  supplies,  branch  office  supplies, 
and  storage. 

Q.  Corner  of  Elm?  A.  Corner  of  Elm  and  Pearl.  It  is  the 
south-west  corner  of  Elm  and  Pearl.    It  is  listed  there  at  $75,000. 

Q.  Well,  what  is  the  net  income  from  the  main  office  building? 
A.  $186,410.01  or  3.72  per  cent  of  the  scheduled  value. 

Q..  That  is  of  the  book  value?    A.  Yes. 

Q.  And  what  per  cent  of  the  actual  cost?  A.  Aboiit  2,6  per 
cent,  I  should  say. 

Q.  Have  you  a  statement  of  the  cost  of  that  building?  A.  Yes. 

(Witness  hands  paper.) 

MR.  PIUGHES :  I  offer  that  in  evidence. 

( Paper  marked  Exhibit  244. ) 

(Exhibit  244  will  be  found  in  the  book  of  exhibits.) 

THE  WITNESS:  In  that  relation  I  would  like  to  have  it 
appear  that  the  ■  Home  Office  annex  building  is  supplied  with 
steam  heat  and  electric  lights  and  operation  of  elevator  all  from 
our  home  office  building  plant,  and  no  credit  is  given  in  this  state- 
ment to  the  home  office  building  for  that  purpose. 
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Q.  The  book  value  of  the  home  office  building,  from  Broadway 
to  Leonard,  Centre  and  Worth  Streets,  including  also  123  West 
Street,  including  all  the  property  owned  by  the  company  on  that 
block  is  $3,125.00?    A.  That  is  correct. 

Q.  What  is  the  actual  cost?    A.  $i,37i,504-99- 

Q.  Have  you  a  statement  of  that?    A.  Yes. 

MR.  HUGHES:  I  ofifer  it  in  evidence. 

(Marked  Exhibit  245.) 

(Exhibit  245  will  be  found  in  the  book  of  exhibits.) 

Q.  Your  value  includes  $235,000  which  has  not  been  expended 
according  to  the  testimony,  but  is  in  the  hands  of  Mr.  Hapiilton  i 
A.  According  to  the  president's  testimony,  that  is  correct? 

Q.  According  to  your  books  it  shows  this  as  the  actual  cost? 
A.  That  is  the  actual  charge. 

Q.  That  is  the  item  March  28,  1904,  transferred  from  other 
accounts,,  $235,000?    A.  Yes. 

Q.  Did  you  know  before  the  president's  testimony  that  that 
amount  had  not  been  expended?  A.  No,  sir.  In  that  respect, 
Mr.  Hughes,  I  knew  that  the  amount  of  money  called  for  by 
the  deed  had  been  expended  because  we  had  the  deeds  in  the 
office. 

Q.  But  you  had  nothing  to  show  that  this  amount  had  been 
called  for?    A.  No. 

Q.  What  part  of  that  block,  Leonard,  Elm,  Worth  and  Centre 
Streets  is  actually  used  by  the  company  ?  A.  The  building  which 
was  formerly  known  as  the  printing  house  building,  a  twelve  story 
building,  and  the  four  upper  floors  are  used  by  the  company. 

Q.  What  is  the  gross  income  from  the  property  owned  by  the 
company  on  that  block?    A.  We  only  own  property  apart  from 
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the  printing  house  building  property,  a  portion  of  last  year,  and 
therefore  I  could  not  give  you  a  statement  which  would  show  the 
full  year's  income.  We  paid  a  full  year's  taxes  and  in  many  cases 
fire  insurance  premiums  for  three  years,  but  only  derived  income 
for  about  six  months,  so  it  does  not  make  a  fair  showing  on  that 
basis. 

Q.  Would  it  if  we  doubled  the  revenue?  A.  Yes,  we  estimate 
that  the  property  should  yield  $63,288.45. 

Q.  Gross?    A.  Net. 

Q.  Well,  what  has  been  the  income  for  six  months?  A.  The 
income  for  last  year  including  the  entire  year  for  the  printing 
house  building  proper  was  $64,716.55. 

Q.  How  much  of  that  was  from  the  printing  office  building  as 
you  call  it?  A.  The  Printing  House  Building — the  rent 
collected  was  $43,700  and  the  expenses  $9,539.28.  Of  course, 
there  again  would— they  get  all  their  power,  heating  and  light 
from  the  other  building.  The  expenses  otherwise  would  be 
greater. 

Q.  The  Printing  House  building,  as  I  understand  it,  is  a  twelve- 
story  building,  and  you  now  only  use  four  floors  of  it?     A.  Yes. 

Q.  What  reason  was  there  for  acquiring  all  the  property  you 
have  acquired  in  that  block?  A.  Because  in  the  home  office 
building  proper  we  get  about  $1.75  per  square  foot  and  we  can 
house  a  very  large  portion  of  the  business,  the  working  forces, 
in  the  other  building  at  just  about  one-half  of  that  rate;  we  are 
renting  space  in  the  Printing  House  building  for  $4,500  a  floor, 
and  I  think  it  contains  about  6,000  square  feet,  superficial  area. 

Q.  You  carry  49  West  72d  Street,  New  York,  at  a  book  value 
of  $175,000.  What  was  the  cost?  A.  The  actual  cost  was 
$203,056.93. 

(Witness  hands  paper.) 

Q.  Is  this  the  statement?    A.  Yes. 
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Q.  That  was  acquired  through  foreclosure  in  1902?  A.  Yes, 
I  don't  remember  the  date. 

MR.  HUGHES :     I  offer  that  statement  in  evidence. 

(Paper  marked  Exhibit  246.) 

(Exhibit  246  will  be  found  in  the  book  of  exhibits.) 

Q.  What  is  the  gross  income  from  that  building?  A.  For  the 
year  ending  December  31,  1904,  the  gross  income  was  $10,375.18 
and  the  disbursements  $6,247.67. 

Q.  What  is  the  net  income?     A.  $4,127.47. 

Q.  What  were  the  disbursements  for?  A.  Mr.  Hughes,  I 
find  these  figures  do  not  tally.  Apparently  there  is  a  differ- 
ence  

Q.  Well,  that  will  appear.  What  were  the  disbursements  for? 
A.  They  were  for  taxes  and  fire  insurance,  I  presume.  Some- 
times we  write  three-year  policies.  And  general  operating  ex- 
penses, hall  boys,  elevator  boys  and  firemen. 

Q.  And  janitors?     A.  Yes. 

Q.  Is  that  an  apartment  house?  A.  Yes,  that  is  an  apart- 
ment house. 

Q.  Who  are  the  tenants?     A.  The  present  tenants  are . 

Q.  The  tenants  in  1904?  A.  The  tenants  in  1904  were  Mr. 
Gotschall,  Mr.  Jacquette,  Mr.  Albert  McClave,  Mr.  John  C. 
McCall,  Mr.  Ballard  McCall  and  Mr.  Leo  H.  McCall. 

Q.  What  rent  did  Mr.  John  C.  McCall  pay?     A.  $1,500. 

Q.  And  Mr.  Leo  McCall?    A.  $1,500. 

Q.  Mr.  Ballard  McCall?     A.  $1,500. 

Q.  Mr.  McClave?    A.  $1,700. 

Q.  Mr.  Gottschall?     A.  $2,400. 

Q.  Mr.   Jotquette?     A.   1,800. 
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Q.  What  percentage  is  the  net  income  from  that  building  for 
1904  on  the  cost  of  the  building?     A.  .0235. 

Q.  Two  per  cent,  and  three  and  one-half  cents  per  cent.?  A. 
Yes,  that  is  right. 

Q.  Is  that  building  on  the  corner  of  Columbus  Avenue  or  next 
to  the  corner?     A.  No,  it  is  not  the  corner,  it  is  next  east  of  the 
corner. 
-Q.  What  is  the  width  of  it?     A.  Fifty  feet. 

Q.  And  the  depth?     A.  One  hundred  feet. 

Q.  How  many  apartments?     A.  There  are  six. 

Q.  How  many  rooms  are  there  in  an  apartment?  A.  I  think 
there  are  nine  or  ten  and  bath. 

Q.  One  bath  or  more?  A.  Two  baths  in  most  of  the  apart- 
ments. 

Q.  It  was  acquired  in  1902  ?  Was  it  a  completed  building  when 
it  was  acquired?  A.  Yes,  it  was  a  completed  building  in  very 
bad  condition ;  very  much  run  down. 

Q.  In  1902  $23,552  was  expended  on  its  improvement?  A. 
Yes,  it  was  very  necessary  in  the  condition  we  found  the  building 
— ^to  overhaul  it  very  thoroughly. 

Q.  And  $13,000  more  in  1903?  A.  Well,  that  was  part  of 
the  general  arrangement  of  the  improvement  of  the  property. 
It  was  not  completed  in  1902. 

Q.  Bringing  the  total  cost  up  to  $203,000.  Who  fixed  the  rents 
of  these  apartments?  A.  Why,  in  that  particular  case,  as  in 
most  other  cases,  I  advised  very  generally  with  the  President. 
The  President  was  in  the  neighborhood  and  knew  it  very  thor- 
oughly and  knew  of  the  very  much  deteriorated  condition  in 
which  this  property  had  fallen  and  the  matter  was  discussed  with 
him.  He  was  very  anxious  to  get  a  class  of  tenants  in  there 
who  would  restore  the  good  repute  of  the  property,  and  the 
members  of  his  family  and  no  doubt— in  fact,  in  a  great  many 
cases,  to  their  discomfort,  made  temporary  arrangements,  well 
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until  the  middle  of  winter,  and  the  apartment  was  completed  ready 
for  occupancy  sometime,  I  think,  in  January. 

Q.  In  what  year?     A.  1903. 

Q.  That  was  after  the  improvements  were  made  to  the  extent 
of  some  $43,000?  A.  Yes.  We  had  the  prospect  of  having  it 
on  our  hands  until  the  rental  season  soaring  in  the  Fall. 

Q.  What  was  the  nature  of  the  improvements?  A.  Why,  the 
four  upper  flats,  they  had  been  double-floor  flats,  two  floors  to 
a  flat,  and  in  the  four  upper  floors  those  were  changed  to  single- 
floor  flats,  and  a  new  elevator  was  put  in  and  a  general  renova- 
tion of  the  building  and  engine  room  and  entire  property. 

Q.  What  term  leases  are  held  by  the  tenants?  A.  Mr. 
Tacutte  has  a  one-year  lease  and  I  think  the  present  tenant  who 
took  Mr.  Gottschalk's  place  is  Mr.  Sheyler.  He  took  Mr. 
Gottschalk's  place  at  $1,800.  A  building  was  put  up  east  of  our 
property  and  we  were  unable  to  get  $2,400  for  the  apartments, 
and  we  made  another  lease  for  $1,800,  I  think  it  is. 

Q.  WHiat  are  the  other  leases?     A.  There  are  no  other  leases. 

Q.  It  is  a  month  to  month  tenancy  ?    A.  It  is  practically. 

Q.  What  rent  was  paid  by  the  others?  A.  Mr.  Leo  McCall 
is  not  there,  but  the  other  tenants  are  the  same,  except  where 
Mr.  Sheyler  has  taken  Mr.  Gottschalk's  apartment. 

Q.  What  rents  are  paid,  the  same  as  before?  A.  Yes,  the  top 
floor  is  rented  to  Mr.  Feron,  at  $1,500. 

Q.  He  has  taken  Leo  McCall's  apartment?  A.  Yes.  We 
offered  the  property  I  think — Mr.  Feron  was  the  third  one,  and 
the  others  declined  to  take  it  at  that  price,  and  he  accpeted  it. 

THE  CHAIRMAN:  The  Committee  will  now  adjourn  to 
10.30  to-morrow  morning. 
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A  L  D  E  R  M  A  N  I  C       CHAMBER, 
City  Hall,  New  York  City. 

.  October  5,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EDWARD  I.  DEVLIN,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Devlin,  have  you  the  statement  of  the  building  at  the 
corner  of  Park  Avenue  and  62nd  Street?  A.  I  have  not  a  state- 
ment, but  I  think  I  can  give  you  any  information  you  want  from 
the  card. 

Q.  Give  the  gross  and  net  income  and  the  book  value  and 
actual  cost,  please.  A.  The  actual  cost  of  the  Yosemite  Apart- 
ment House,  which  was  formerly  known  as  Holbrook  Hall,  I  find 
from  the  report  of  the  Insurance  Department  on  the  examination 
of  the  New  York  Life  Insurance  Company  made  in  1891  was 
$1,009,866.68.  The  company  had  charged  it  down  to  $729,066.80. 
It  was  estimated  at  that  time  by  the  Appraiser  of  the  Insurance 
Department  to  be  worth  not  to  exceed  $480,000  and  subsequently 
I  recall  having  asked  Mr.  Michael  Coleman  to  appraise  it  for  us 
some  three  or  four  years  ago,  and  place  the  actual  cash  value  on 
it.  He  estimated  it  to  be  worth  $450,000,  and  President  McCall 
charged  it  down  to  that  sum  at  which  it  now  appears  in  our 
schedule,  $450,000. 
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Q.  You  have  given  the  total  cost  as  of  1891.  What  is  the  total 
cost  of  that  building  to  date?  A.  I  think  you  will  have  to  get  the 
card.    There  has  been  practically  nothing  ahead. 

Q.  Practically  nothing  added?    A.  Practically  nothing. 

Q.  What  is  the  gross  income  from  that  building?  A.  The 
gross  income  for  the  year  ending  December  31,  1904,  was  $41,- 
124.48  and  the  net  income  $26,449.10  or  5.87  per  cent,  on  the 
present  book  value. 

Q.  And  how  much  upon  the  total  cost?  A.  About  2.7  per  cent 

Q.  Can  you  give  any  explanation  of  the  large  amount  of  money 
which  that  building  cost?  A.  Mr.  Hughes,  I  would  like  to  hand 
you  a  copy  of  this  report. 

THE  CHAIRMAN :  Was  not  that  last  percentage  an  error  on 
the  total  cost? 

Q.  What  did  you  say  the  total  cost  was?  A.  $1,009,866.68 
and  the  net  rental 

Q.  One  million A.  $1,009,866.68. 

Q.  How  many  apartments  are  there  in  that  building?  A. 
There  are  thirty-five. 

Q.  Have  you  a  statement  of  the  building  in  Wall  street  south- 
west corner  of  Ninth  street,  Kansas  City,  Missouri  ?  A.  Will  you 
allow  me  in  connection  with  the  Yosemite  Apartment  House  to 
refer  to  the  comments  made  at  that  time  by  the  Insurance  De- 
partment ? 

Q.  Yes.  A.  In  other  words,  you  are  asking  for  the  total  cost 
of  that  property  which  was  over  a  million  dollars,  and  by  looking 
over  this  report  you  will  find  that  the  Insurance  Department  away 
back  in  1891  placed  a  value  on  the  property  of  $480,000  and 
severely  criticised  the  judgment  in  making  the  investment  at  that 
time,  and  so  that  it  does  not  at  all  belong  to  the  present  adminis- 
tration. 
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Q.  Your  point  is  that  that  was  a  loss  which  was  covered  by 
transactions  prior  to  the  present  administration?  A.  Yes,  and 
the  same  thing  will  apply  to  the  Plaza  Hotel,  to  an  extent  to  the 
home  office  building,  that  is  the  original  home  office  building,  and 
the  western  office  buildings  of  the  company.  On  page  31  the 
comment  of  the  Insurance  Department  with  reference  to  those 
buildings  is  made. 

Q.  As  you  have  referred  to  the  Plaza  Hotel  you  might  give 
me  the  facts  as  to  that?  A.  The  total  cost  of  the  Plaza  Hotel 
to  the  company  un  June  30,  1891,  was  $2,787,226.28,  and  reading 
from  this  report,  Mr.  Coleman  appraised  the  property  at  two  and 
one-half  million  dollars.  This  property  came  into  the  possession 
of  the  company  in  a  manner  somewhat  similar  to  the  Holbrook 
Hall.  A  loan  was  made  to  Fife  &  Campbell  to  enable  them  to 
build  a  hotel  building  on  Fifth  Avenue,  58th  to  Sgth  Streets. 
This  loan  was  secured  by  a  mortgage  on  the  premises.  After 
about  $800,000  had  been  advanced  in  the  construction  the  builders 
were  unable  to  proceed  further,  the  results  being  that  the  company 
foreclosed  the  mortgag'e  and  bought  in  the  property  at  a  cost  of 
about  $860,000.  Nearly  two  million  dollars  additional  was  spent 
by  the  company  in  preparing  the  building'  for  occupation, 

Q.  Making  the  total  cost  to  the  company  of  that  building 
how  much?  A.  On  May  5,  1894,  the  properties  known  as  16  to 
20  West  59th  Street  were  purchased  at  a  cost  of  $157,329.83, 
making  a  total  cost  including  those  properties  of  $3,096,549.23. 
The  property  was  sold  for  $3,000,000,  of  which  $250,000  was  paid 
in  cash  on  June  22,  1902,  $250,000  on  December  i,  1902,  and  the 
balance  of  two  and  one  half  millions  is  carried  on  bond  and  mort- 
gage. 

Q.  And  the  loss  upon  the  investment  was  how  much?  A.  In- 
cluding commissions  for  sale  and  everything  that  I  know  of,  the 
loss  was  $129,035.35. 

Q.  So  you  got  out  of  that  better  than  was  anticipated  at  one 
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time?  A.  Better  than  according  to  the  report  of  the  Insurance 
Department  we  were  really  entitled  to  because  they  took,  in  agree- 
ment with  Mr.  Coleman's  appraisal,  they  deducted  $283,994.  I 
have  a  statement  of  that,  Mr.  Hughes  (handing  paper). 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  247.) 

(Exhibit  247  will  be  found  in  the  book  of  Exhibits.) 

Q.  I  should  like  to  have  you  state  brieffy  the  experience  of 
the  company  with  reference  to  its  ofSce  buildings  in  other  cities. 
Take  first  the  office  building  in  Kansas  City,  Missouri.  Have  you 
a  statement  as  to  that?  A.  Yes,  there  is  the  statement  (handing 
paper). 

MR.  HUGHES :     I  offer  that  in  evidence. 

(Paper  marked  248.) 

(Exhibit  248  will  be  found  in  the  book  of  Exhibits.) 

Q.  From  this  it  appears  that  the  total  actual  cost  of  that  build- 
ing is  $1,901,781.23,  of  which  $1,763,307.70  had  been  expended 
prior  to  December  31,  189 1?     A.  That  is  correct. 

Q.  And,  that  it  is  carried  upon  your  books  at  a  valuation  of 
$1,200,000.  What  is  the  gross  income  from  that. building?  A. 
The  gross  income  for  the  year  ending  December  31,  1904,  was 
$127,738.46,  and  the  net  income  $69,002.81,  or  5.75  per  cent,  on 
the  book  value. 

Q.  And  what  per  cent,  upon  the  actual  cost?  A.  I  should 
say  about  3.6  per  cent. 
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Q.  What  amount  of  the  income  consists  of  rent  charged  to 
the  company  itself?     A.  $1,992. 

Q.  How  much  of  the  building  does  the  company  occupy  ?  A.  I 
think  about  six  offices.  It  is  charged  at  the  same  rental  as  other 
tenants  pay  for  the  corresponding  space. 

Q.  Then  it  occupies  a  very  small  part  of  the  building?  A.  A 
comparatively  small  part.  Since  the  first  of  the  year  the  com- 
pany has  taken  an  additional  office  on  the  main  floor  which  rents 
for  $1,800  per  annum,  therefore  their  present  occupancy  would 
amount  to  about  $3,800. 

Q.  In  rental  value  out  of  about  a  total  of  $120,000?  A. 
$127,000. 

Q.  Take  the  building  in  Omaha.  Have  you  a  statement  of  that? 
A.  Yes. 

MR.  HUGHES :     I  offer  that  in  evidence. 

(Paper  marked  Exhibit  249.) 

(Exhibit  249  will  be  found  in  the  book  of  Exhibits.) 

Q.  From  this  it  appears  that  the  total  cost  of  the  Omaha  build- 
ing is  $1,246,641.72?     A.  That  is  correct. 

Q.  Of  which  $1,204,976.82  had  been  expended  prior  to  Decem- 
ber 31,  1 89 1.  That  is  now  value  or  carried  upon  the  books  at  a 
valuation  of  $650,000?     A.  That  is  right. 

Q.  What  is  the  gross  income  from  that?  A.  For  the  year  end- 
ing December  31,  1904,  the  gross  income  was  $74,033.83,  and 
the  net  income  was  $34,803.57,  or  5.35  per  cent,  on  the  book 

value. 

Q.  What  amount  on  the  cost  ?    A.  A  little  under  3  per  cent. 

Q.  What  amount  is  charged  to  the  company  for  its  occupancy? 
A.  $1,200. 
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Q.  And  is  the  company  charged  at  the  same  rate  as  other  ten- 
ants? A.  Practically  the  same.  That  is  the  aim,  to  charge  the 
same  as  other  tenants. 

Q.  Well,  it  would  appear  that  these  buildings  are  not  at  all 
needed  for  the  purposes  of  the  company  except  as  they  may  be 
deemed  valuable  as  an  investment.  A.  May  I  read  this,  Mr. 
Hughes  ? 

Q.  From  the  report  you  refer  to?     A.  Yes. 

Q.  Yes.  A.  Mr.  Van  Vranken,  who  was  designated  to  ex- 
amine and  appraise  properties . 

Q.  What  page  are  you  reading  from?  A.  Page  31 — after  a 
thorough  examination,  declares  he  believed  the  amount  above 
stated  to  have  been  actually  expended  in  the  purchase  of  the  land 
and  erection  of  these  several  buildings.  They  are  solidly  con- 
structed and  very  expensively  finished,  more  expensively,  it  is 
thought,  than  the  existing  conditions  and  requirements  warranted. 
The  net  rentals  from  these  buildings  have  not  thus  far  brought 
in  a  fair  rental  for  the  money  invested,  and  there  is  no  imme- 
diate prospects  that  they  will  prove  as  profitable  as  the  invest- 
ments of  life  insurance  companies  should.  They  have  been 
appraised  by  Mr.  Van  Vranken  at  the  cost  figures  above  stated 
because  of  their  recent  construction.  As  an  advertisement  of  the 
company  they  no  doubt  have  considerable  value,  for  as  the  ap- 
praiser says,  each  of  them  form  one  of  the  attractions  in  the  city 
in  which  it  is  located.  It  is,  of  course,  impossible  to  fix  their 
advertising  value,  but  the  wisdom  of  these  investments  is  very 
doubtful. 

Q.  Will  you  state  the  facts  as  to  the  Minneapolis  building? 
(Witness  produces  statement.)  You  produce  a  statement  which 
I  offer  in  evidence. 

(Marked  Exhibit  250  and  will  be  found  in  the  book  of  Ex- 
hibits.) 

A.  The  Minneapolis  building,  the  actual  cost  is  $1,028,752.31, 
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the  investment  to  December  31,  1901,  was  $1,093,797.80,  but  we 
have  received  from  the  sale  of  some  vacant  land  adjoining  our 
building,  and  which  was  included  in  the  cost  to  December  31, 
1901,  $95,835.06  net. 

Q.  Leaving  the  net  cost  to-day  $1,028,752.31?  A.  That  is 
right. 

Q.  What  is  the  gross  income?  A.  The  gross  income  for  the 
year  ending  December  31,  1904,  was  $62,203.34,  the  net  income 
$25,980.75,  or  .0433  psr  cent,  on  the  book  value. 

Q.  Or  21/2  per  cent,  approximately  on  the  actual  cost?  A. 
Approximately. 

Q.  Did  you  give  me  the  particulars  as  to  the  building  in  New 
York,  on  the  southeast  corner  of  Elm-  and  Leonard  Streets, 
yesterday  ?  You  spoke  of  it  in  connection  with  one  of  the  matters 
that  was  inquired  about,  but  whether  you  gave  me  the  par- 
ticulars or  not  I  am  not  sure  ?  A.  Yes ;  I  gave  you  the  particu- 
lars.    As  to  rental  value? 

Q.  Yes.     A.  Yes,  sir. 

y.  Take  the  St.  Paul  building  next,  please?  A.  The  total 
cost  of  the  St.  Paul  building  has  been  $922,440.85,  at  which  the 
disbursements  to  December  31,  1901,  were  $813,966.18  the  total 
income  for  the  year  ending  December  31,  1904,  was  $41,292.41, 
and  the  net  income  $8,122.32,  or  .108  per  cent,  of  the  book 
value. 

Q.  And  what  on  the  actual  cost?  A.  A  little  less  than  one 
per  cent.  In  that  connection,  Mr.  Hughes,  I  might  say  that 
our  expenses  at  St.  Paul  last  year  were  rather  heavy  for  items 
which  scarcely  belonged  in  operating  expenses.  I  spent  $3,500 
in  fixing  up  one  room  which  formerly  rented  for  $20  a  month, 
and  now  we  are  getting  $1,800  a  year  for  it,  but  that  all  came 
out  of  the  net  return  on  the  property. 

Q.  The  Duluth  building  is  a  more  recent  structure?  A. 
Duluth?    There  is  no  Duluth  building. 
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Q.  What  is  this  property?  Is  that  taken  under  foreclosure 
that  property  at  Duluth?  A.  This  is  an  old  schedule.  That 
property  has  been  sold. 

Q.  Oh,  yes,  a  schedule  of  a  year  ago.  A.  The  next  is  Mon- 
treal, if  you  want  to  take  it  in  that  order,  Mr.  Hughes. 

Q.  How  long  have  you  been  connected  with  the  company,  Mr. 
Devlin?  A.  I  first  became  connected  with  the  New  York  Life 
Insurance  Company  on  the  ist  of  September,  1895.  1  have  rep- 
resented them  in  Chicago,  making  headquarters  in  Chicago,  in 
the  way  of  Western  loans,  and  in  the  Spring  of  1897,  I  was  given 
charge  of  the  four  Western  and  the  Montreal  buildings.  In  1899 
I  came  to  New  York  City  to  take  my  present  jK>sition. 

Q.  Are  you  a  relative  of  Mr.  McCall?    A.  No,  sir. 

Q.  The  Montreal  building,  I  think,  has  been  overlooked.  What 
was  the  cost  of  that?     A.  The  Montreal  building  cost  $818,359.45. 

(Statement  produced  and  offered  in  evidence  by  Mr.  Hughes.) 

(Marked  Exhibit  251  and  will  be  found  in  the  Book  of  Ex- 
hibits.) 

Q.  And  it  is  carried  on  the  books  at  a  valuation  of  how  much? 
A.  Oh,  it  is  carried  on  the  books  at  a  valuation  of  $350,000. 

Q.  What  is  the  gross  income?  A.  The  gross  income  for  the 
year  ending  December  31,  1904,  was  $32,227.18;  tlie  net  income 
was  $9,212.92,  or  .0263  per  cent,  on  the  book  value. 

Q.  And  what  percentage  on  the  actual  cost?    A.  About  i>^. 

Q.  What  you  have  read  from  the  report  of  1892  in  connection 
with  one  of  the  buildings  applies  practically  to  all  tlie  office 
buildings  of  the  company?    A.  Yes,  sir. 

MR.  HUGHES :     That  is  all  for  the  present. 
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THE  WITNESS:  Mr.  Hughes,  may  I  make  this  statement? 
The  four  Western  buildings  of  which  I  took  charge  in  the  Spring 
of  1897  were  carried  in  the  company's  statement  of  December 
31,  1896,  at  a  valuation  of  $4,160,000.  Tlie  gross  income  for  the 
year  ending  December  31,  1896,  was  $200,746.43;  the  disburse- 
ments, includmg  $30,373.25  of  taxes,  amounted  to  $133,872.79, 
leaving  a  net  rental  of  $36,500.39.  In  the  schedule  of  December 
31,  1904,  the  same  properties  were  carried  at  a  valuation  of 
$2,900,000,  a  reduction  of  over  $1,200,000;  the  gross  rental  was 
$305,268.04,  the  expenses  including  $43,304.12  of  taxes,  an  in- 
crease of  about  $13,000  in  taxes  during  the  period,  amounted  to 
$124,054.50.  Making  a  net  rental  in  1904  of  $137,909.42.  Our 
real  estate  durmg  the  year  1903  yielded  four  per  cent.;  during 
the  year  1904  it  returned  2i-7  per  cent.  The  cause  for  this  being 
chiefly  the  addition  of  the  home  office  annex  properties,  for 
which  we  received  only  a  small  return  in  rental  for  a  six  months' 
period  and  had  a  year's  disbursements  for  taxes  and  lire  insur- 
ance. We  expect  that  during  the  present  year  all  of  our  prop- 
erties will  average  four  per  cent.  In  some  cases  it  appears  from 
the  testimony  that  the  President  has  not  yet  charged  the  indi- 
vidual properties  off  to  a  point  where  they  all  return  3I/2  per 
cent,  on  the  investment,  but  in  many  cases  he  has  long  ago 
charged  that  off  to  such  a  point,  and  notwithstanding  a  material 
improvement  in  income  return  no  increase  of  valuation  has  been 
•claimed,  so  that  the  average  yield  is  four  per  cent. 

Q.  You  have  occasion  from  time  to  time  to  obtain  certificates 
extending  the  right  of  the  company  to  hold  property?  A.  We 
always  do,  Mr.  Hughes,  where  we  have  been  unable  to  dispose 
of  it  during  a  period  of  five  years.     But  we  mean  to  sell  it. 

y.  Are  those  obtained  as  a  matter  of,  form?  A.  I  beg  par- 
don? 

Q.  Those  are  obtained  readily  as  a  matter  of  form,  are  they 
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not?     A.  Why,    the    superintendent   has   never    failed   to   grant 
them  to  us. 

y.  How  much  of  this  building  east  of  the  main  building  in 
New  York,  in  the  block  bounded  by  Leonard,  Worth,  Elm  and 
Center  Streets,  is  it  contemplated  to  actually  use  for  the  com- 
pany's own  purposes  ?  A.  I  have  never  given  any  time  to  figur- 
ing that  out  accurately.  We  use  something  over  a  hundred 
thousand  square  feet  in  our  present  building  and  we  are  con- 
stantly growing  and  no  department  of  any  size  which  is  at  present 
quartered  in  the  home  office  building  could  conveniently  be  lo- 
cated in  the  present  building  which  you  mention.  The  floor  space 
is  entirely  inadequate.  Our  large  departments  occupy  now  in 
the  neighborhood  of  from  nine  to  ten  thousand  square  feet  on 
a  floor,  whereas  there  are  only  about  six  thousand  square  feet 
on  a  floor  in  the  other  building. 

Q.  It  is  intended  to  use  as  much  of  that  building  as  is  em- 
braced within  the  building  now  at  the  southeast  corner  of 
Leonard  and  Elm  Streets?  There  is  a  twelve-story  building,  of 
which  you  now  use  four  floors.  Do  you  need  more  room  than 
would  be  furnished  by  the  eight  additional  floors  of  that  one 
building?  A.  Well,  Mr.  Hughes,  you  can  readily  see  if  there 
are  six  thousand  superficial  feet  in  those  floors  and  we  used  it 
all,  including  the  fourth  floor  and  all,  we  could  only  have  seventy- 
two  thousand  square  feet,  and  now  we  actually  occupy  over  a 
hundred  thousand  in  our  present  building. 

Q.  But  you  actually  occupy  over  a  hundred  thousand  feet  in 
your  present  building,  and  do  you  need  any  more  than  seventy- 
two  thousand  additional?  A.  We  could  not  quarter  our  depart- 
ments in  the  other  building  as  it  is  at  present,  at  all.  You  would 
have  to  have  the  actuary  for  instance . 

Q.  You  mean  if  removed  from  one  to  the  other  ?    A.  Yes,  sir. 

Q.  You  mentioned  that  yesterday,  the  possibility  of  removal  to 
a  large  extent?    A.  I  did.    The  idea  was  undoubtedly  to  provide 
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for  cheaper  occupation.  We  occupy  a  space  that  we  can  rent 
readily  at  one  dollar  and  seventy-five  cents  a  square  foot,  and  in 
the  printing  house  we  are  renting  at  eighty  cents. 

Q.  But  so  far  as  the  present  is  concerned,  the  space  of  seventy- 
five  thousand  square  feet  would  answer  your  purposes?  A.  For 
the  present  I  think  it  would. 

The  statement  of  comparison  between  1896  and  1904  produced 
by  the  witness  and  offered  in  evidence  by  Mr.  Hughes. 

(Marked  Exhibit  252  and  will  be  found  in  the  Book  of  Ex- 
hibits.) 

MR.  WHITE,  recalled,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  White,  I  have  asked  you  to  produce  the  account  show- 
ing' the  money  paid  to  Andrew  Hamilton  amounting  to  $111,139.- 
04,  which  was  paid  him  in  June,  1904,  to  discharge  the  taxes  on 
premiums  in  New  York  State.  Have  you  that  account?  A.  I 
have. 

Q.  To  what  account  was  that  charged?  A.  The  title  of  it  is 
Taxes  State  of  New  York  Insurance  Department. 

Q.  Now,  later  on,  about  December  30,  1904,  $75,000,  the  evi- 
dence is,  was  paid  by  the  New  York  Life  Insurance  Company  as 
part  payment  of  that  same  tax.  To  what  account  was  that 
charged?    A.  The  same  account. 

Q.  Under  what  date?    A.  September  27th. 

Q.  1904?    A.  1904. 

Q.  Then  at  that  time  was  there  a  transfer  of  the  $75,000  which 
had  thus  been  twice  charged  to  the  account  put  to  some  other 
account?  A.  In  December,  1904,  there  was  a  transfer  of  that 
second  $75,000  to  another  account. 
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Q.  To  what, account  was  the  $75,000  transferred?  A.  It  was 
transferred  to  an  account  called  "Contingent  expenses." 

Q.  Contingent  expenses.  What  sort  of  items  are  embraced  in 
contingent  expenses  ?  A.  Items  that  are  paid  for  by  the  president 
in  connection  with  the  business  of  the  company. 

Q.  I  don't  quite  understand  that.  A.  Why,  personal — not  per- 
sonal expenditures  of  the  president,  but  items  that  he  has — it  is 
to  reimburse  him  for  amounts  that  he  has  paid  in  connection  with 
the  company's  business. 

Q.  In  this  particular  case  the  items  carried  to  contingent  ex- 
pense account  is  "To  taxes  New  York  Life  Insurance  $75,000?" 
A.  Yes.  This  is  simply — this  contingent  expense  account  is 
simply  a  subsidiary  account  of  the  general  expense  account. 

Q.  That  amount  of  $75,000  which  had  originally  been  charged 
to  the  tax  account  and  which  when  another  payment  of  the  same 
amount  was  made  was  transferred  to  the  contingent  expense 
account  was  never  charged  to  legal  expenses  ?  A.  No ;  it  was 
transferred  from  this  contingent  expense  account  later  on  or  at 
about  the  same  time  to  the  general  expense  account. 

Q.  And  that  is  a  separate  account  from  the  account  of  law 
expenses?    A.  Yes. 

Q.  So  that  that  $75,000  which  Mr.  Hamilton  received,  accord- 
ing to  the  testimony,  is  in  addition  to  whatever  he  received  which 
was  charged  to  legal  expenses?    A.  Yes. 

Q.  And  also  in  addition  to  the  $235,000  which  he  received, 
which  was  charged  under  the  real  estate  account?    A.  Yes. 

Q.  This  account  of  contingent  expenses  appears  with  the  excep- 
tion of  this  item  to  be  a  comparatively  small  account?    A.  Yes. 

Q.  A  few  hundred  dollars  from  time  to  time,  not  amounting 
to  very  much,  and  I  understand  these  are  reimbursements  of 
moneys  advanced?    A.  Yes. 

Q.  Have  you  the  vouchers  for  those  items?    A.  I  have  not. 
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Q.  Who  has  them?     A.  They  are  in  the  possession  of  the 
auditor,  Mr.  Whitney. 

MR.  HUGHES :  That  is  all,  Mr.  White. 


W.  F.  THUMMEL,  called  as  a  witness,  being  duly  sworn, 
testifies  as  follows : 


BY  MR.  HUGHES : 

Q.  Mr.  Thummel,  where  do  you  reside?    A.  New  York. 

Q.  What  is  your  business?  A.  I  am  an  attorney  connected 
with  the  Law  Department  of  the  Mutual  Life. 

Q.  Are  you  an  attorney  of  this  state?    A.  Yes,  sir. 

Q.  Admitted  to  the  bar  of  this  state?    A.  Yes,  sir. 

Q.  And  how  long  have  you  been  connected  with  the  Mutual 
Life?     A.  A  little  less  than  six  years. 

Q.  Were  you  connected  with  any  insurance  company  prior  to 
that  time?    A.  Yes. 

Q.  With  that  company?  A.  I  was  the  agent  of  the  Saginaw 
Valley  Fire  and  Marine  before  that  time. 

O.  Having  headquarters  where?    A.  Philadelphia. 

O.  And  were  you  also  engaged  in  the  practice  of  your  profes- 
sion? A.  No,  sir,  not  at  that  time.  I  had  not  been  very  long  with 
the  Saginaw ;  about  two  years. 

Q.  Were  you  an  attorney  at  that  time  ?  A.  Oh,  yes ;  been 
an  attorney  since  1874. 

Q.  I  see.  Aud  I  suppose  when  you  became  connected  with  the 
Mutual  Life  you  removed  to  New  York?    A.  Shortly  after. 

Q.  And  in  what  way  were  you  connected  with  the  Mutual  Life 
at  first — in  the  solicitor's  department  ?    A.  No ;  not  at  first. 
Q.  In  what  way?    A.  Well,  in  the  same  capacity  as  now,  but 
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I    was    not   attached    to   the    solicitor's    department    for    several 
months. 

Q.  Are  vou  on  a  regular  retainer  at  the  present  time  ?  A.  I  am 
on  a  salary. 

O.  And  what  is  that  salary,  sir?     A.  $7,200. 

Q.  And  how  long  have  you  been  in  that  position,  I  mean  re- 
tained on  a  salary?  A.  Why,  it  has  always  been  salary;  never 
been  anything  else. 

O.  Do  you  occupy  a  part  of  the  rooms  set  aside  for  the  solici- 
tor's department  in  the  Mutual  Life  Biulding?    A.  Yes. 

Q.  What  department  of  legal  work  receives  your  attention? 
A.  Taxes. 

Q.  Anything  else?    A.  Legislation. 

Q.  Generally  throughout  the  United  States?     A.  Generally. 

Q.  And  that  has  been  so  for  some  time?  A.  Always;  since  I 
have  been  with  them? 

Q.  We  have  had  some  evidence  from  a  representative  of  the 
Equitable  Life  Insurance  Society  with  regard  to  arrangements 
that  are  made  between  you  and  Mr.  Hamilton  and  Mr.  Mayne 
with  regard  to  a  division  of  territory.  Will  you  please  state  just 
what  was  done  in  that  respect  ?  A.  That  arrangement  existed  be- 
fore my  connection  with  the  company  and  has  been  continued  up 
to  the  present  time,  so  far  as  I  know.  Certain  portions  of  the 
United  States  that  required  attention  were  divided  so  as  not  to 
multiply  effort.  The  balance  of  the  states  were  what  we  called 
open ;  anybody  attended  to  them  that  could  most  conveniently. 

Q.  What  was  the  actual  division  of  territory  between  you  and 
the  New  York  Life  and  the  Mutual,  the  last  division  made?  A. 
I  will  have  to  give  that  from  memory  because  I  haven't  any  list 
of  it.  The  Mutual  Life  had  Virginia,  North  Carolina,  Alabama, 
Kentucky,  Ohio,  Michigan,  Minnesota  and  Washington,  Oregon 
and  New  Mexico.  The  Equitable  had  Maryland,  South  Carolina, 
Georgia,  Louisiana,  Mississippi,  Texas,  Colorado,  Arkansas,  Cali- 
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fornia  and  Nevada.  The  New  York  Indiana,  Illinois,  Wisconsin, 
Iowa,  Nebraska,  Kansas,  Missouri,  Tennessee,  Indian  Territory 
I  don't  mean  Indian  Territory,  Oklahoma.  The  rest  of  the  terri- 
tory was  regarded  as  open.  We  looked  particularly  after — when 
we  conveniently  could — anything  that  happened  up  in  the  New 
England  States,  and  I  think  the  Middle  States.  Affairs  in  the 
District  of  Columbia  I  usually  attended  to,  although  that  was  not 
supposed  to  be  in  the  general  arrangement.  I  had  nothing  to  do 
personally  with  the  direction  of  affairs  except  in  Massachusetts 
until  I  got  down  to  Virginia.  Of  course,  if  I  was  directed  by  the 
general  solicitor  to  do  any  particular  act  in  any  place  I  would 
do  it,  but  I  didn't  take  any  initiative  in  any  of  them  except  there. 

O.  Does  that  also  refer  to  New  York,  include  New  York?  A. 
Oh,  yes,  sir.  I  had  nothing  whatever  to  do  with  New  York  at 
any  time. 

Q.  Who  did?  A.  Well,  I  don't  know  any  more  about  it  than 
was  in  the  papers  yesterday.  I  never  had  anything  to  do  with  it, 
and  was  never  consulted  in  regard  to  it  and  I  have  no  personal 
knowledge  in  regard  to  that  matter. 

Q.  How  was  the  matter  of  expenses  adjusted  between  the  com- 
panies? A.  Why  in  a  general  way — the  general  plan  was  that 
each  paid  their  own  expenses,  and  from  time  to  time  we  adjusted 
and  paid  differences. 

Q.  If  the  Mutual  Life,  for  example,  had  general  supervision 
over  certain  states,  the  amounts  expended,  would  be  expended 
through  the  Mutual  Life's  representative,  would  they  not  ?  A.  I 
presume  so. 

Q.  And  you  mean  that  then  there  would  be  a  clearing  of  ex- 
penses in  the  different  territories  and  balances  would  be  paid  ?  A. 
Well,  if  I  understand  your  meaning  by  that  word  "clearing,"  yes, 
sir,  it  would  be  true. 

Q.  Well,  to  avoid  any  possibility  of  misapprehension,  if  you 
will  explain  just  what  was  done.     A.  Well,  for  instance,  if  at 
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any  time  we  got — when  it  was  convenient  we  found — of  course, 
these  figures  are  merely  arbitrary — that  we  had  expended  say 
$10,000,  I  would  charge  the  Equitable  with  one-third  of  that 
$10,000  when  we  came  to  settle  up,  if  I  was  doing  that  part  of 
it.  If  they  had  in  the  same  time  expended  $12,000  they  would 
charge  us  with  one-third  of  that  $12,000,  and,  of  course,  we 
would  pay  them  the  difference  between  our  one-third  and  their 
one-third. 

Q.  Was  an  account  kept  in  your  books  of  these  expenses? 
A.  No. 

Q.  When  I  said  your  books,  I  did  not  mean  your  individual 
books.     A.  I  don't  know- . 

Q.  But  I  mean  the  books  of  the  company.  A.  I  don't  know 
about  that,  sir. 

Q.  Through  whose  hands  did  the  money  go?  Did  it  go 
through  your  hands?     A.  Some  of  it. 

Q.  When  it  did  go  through  your  hands  what  form  of  voucher 
did  you  turn  in?  A.  Well,  now  that  would  depend.  Sometimes 
I  would  take  a  voucher  from  the  person  it  was  paid  to,  usually 
that  was  the  case.     I  tried  to  do  that  as  much  as  possible. 

Q.  In  other  words,  to  turn  in  a  voucher  which  would  show  the 
disposition  of  the  money?  A.  Well,  as  far  as  the  voucher  could 
show  it,  yes.  At  sometimes  I  presume  I  have  received  money  on 
my  own  voucher. 

O.  Do  you  know  on  what  account  these  payments  were  made 
to  you  and  for  which  you  furnished  vouchers  were  charged  by 
the  company?     A.  I  do  not. 

Q.  Were  the  payments  that  were  made  to  you  charged  in  your 
personal  account  with  the  company  at  all,  or  did  you  have  a  per- 
sonal account  with  the  company?  A.  Why,  I  presume  I  have 
a  personal   account  with  the  company ;  yes,   sir. 

Q.  Well,  do  you  know  anything  about  it?  A.  I  do  not  know 
anything  about  it  at  all. 
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Q.  Have  you  ever  been  furnished  a  transcript  of  any  account? 
A.  No,  sir. 

Q.  Why  do  you  say  you  presume  you  have  a  personal  ac- 
count? Do  you  mean  simply  as  to  salary?  A.  Well,  I  presume 
there  is  a  salary  account,  and  then  there  would  be  an  expense 
account. 

Q.  There  would  be  an  expense  account  in  which  you  would 
be  charged  with  moneys  that  you  had  received?    A.  Yes,  sir. 

Q.  Do  you  receive  any  moneys  for  expenses  other  than  the 
moneys  you  receive  in  connection  with  your  work  in  looking 
after  taxation  and  legislation?     A.  No. 

Q.  So  it  is  your  idea  that  the  moneys  you  received  to  be  dis- 
bursed in  such  matters  would  be  in  an  account  between  the  com- 
pany and  you?     A.  I  presume  so. 

Q.  And  it  is  not  your  idea  that  the  company  keeps  an  account 
with  the  individuals  to  whom  you  may  pay  money?  A.  I  would 
think  that  that  was  true. 

Q.  Or  that  it  keeps  a  general  account  under  some  generic 
head,  to  which  all  moneys  of  that  kind  would  be  charged  ?  A.  I 
don't  know. 

Q.  Did  the  Mutual  Life  on  these  adjustments  ever  have  occa- 
sion to  pay  the  Equitable  anything?  A.  I  don't  remember  that 
they  ever  did. 

Q.  Or  the  New  York  Life?     A.  Yes,  sir;  I  think  they  did. 

Q.  What  payments  do  you  recall  having  been  made  to  the 
New  York  Life  by  the  Mutual?  A.  I  cannot  recall  any  with 
sufficient  clearness  to  state  them.  I  know  as  a  general  propo- 
sition that  the  New  York  Life  expenses  exceeded  ours,  and  that 
ours  exceeded  the  Equitable's. 

Q.  Do  you  know  whether  those  payments  were  made  to  the 
New  York  Life  or  to  some  individual  representing  the.  New 
York  Life  ?     A.  Well,  I  don't  know  because  I  never  made  them. 
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Q.  And  you  don't  know  to  what  account  they  were  charged? 
A.  I  don't  know  anything  about  that. 

Q.  Have  you  met  Mr.  Andrew  Hamilton?     A.  Yes. 

Q.  From  time  to  time?     A.  Yes,  I  know  him. 

Q.  Have  you  talked  with  him  in  regard  to  the  disposition  of 
moneys  in  regard  to  the  legislation?     A.  No. 

Q.  Never  have  had  any  talk  with  him  about  it?     A.  No,  sir. 

Q.  Did  you  ever  receive  any  moneys  from  Mr.  Hamilton?  A. 
Well,  I  am  not  clear  as  to  that.  I  have  received  some  money 
from  the  New  York  Life.  I  want  to  state,  however,  that  there 
was  none  for  my  personal  account.  It  was  in  connection  with 
adjustments  of  expenses  between  the  companies. 

Q.  It  was  not,  or  it  was  in  adjustment?  A.  It  was  in  adjust- 
ment. If  any  money  was  paid  to  me  it  was  in  that  way.  They 
never  paid  me  anything  for  services  in  any  way,  shape  or  man- 
ner. 

Q.  How  recently  have  you  received  any  money  from  the  New 
York  Life?  A.  The  last  time  there  was  any  adjustment  of  ac- 
count, as  I  remember,  it  was  something  over  a  year  ago.  That 
is  as  far  as  I  know  anything  about  it.  And  there  was  a  small 
balance  due  us  at  that  time,  I  don't  know  how  much,  and  I  think 
it  is  very  possible  that  balance  may  have  been  paid  to  me,  al- 
though I  am  not — I  don't  know  about  it.  It  was  not  my  own 
money,  and  these  matters  were  settled  up,  and  when  they  were 
once  settled  up  I  thought  no  more  about  them. 

O.  Do  you  recall  whether  that  was  in  cash  or  in  check?  A. 
My — I  would  not  know. 

Q.  What  individual  from  the  New  York  Life  gave  you  the 
money?  A.  Well,  I  would  not  say  that  any  individual  gave  it 
to  me.  I  don't  remember.  I  say  that  I  think  it  is  possible  that 
on  that  occasion  I  got  it.  If  I  did,  I  presume  I  got  it  from  Mr. 
Hamilton  or  through  his  office. 

Q.  Do  you  recall  any  other  occasion  on  which  money  was  paid 
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over?  A.  I  think  there  was  one  occasion  before  that  when  a 
specific  amount  for  a  specific  purpose  was  handed  to  me  by 
somebody,  probably  Mr.  Hamilton. 

Q.  What  amount  was  that  ?  A.  I  could  not  say.  I  think  it  was 
about  from  $1,300 — I  would  say  about  $1,300. 

Q.  How  long  ago  was  that?  A.  Well,  that  would  be  some- 
thing over  a  year  and  a  half,  about  two  years  ago. 

Q.  Was  that  in  connection  with  your  line  of  work?  A.  That 
was  in  connection  with  Iowa. 

Q.  And  what  was  the  specific  purpose  that  you  referred  to  ?  A. 
The  specific  purpose  was  for  the  purpose  of  trying  to  create  some- 
thing of  a  public  sentiment  against  vicious  legislation,  against 
strike  bills,  and  in  favor  of  lower  taxation  for  life  insurance. 

Q.  How  was  public  sentiment  to  be  created?  A.  Sometime 
before  that  I  had  been  thinking  of  the  matter  of  legislation — I 
mean  adverse  legislation — the  number  of  bills  that  were  always 
coming  up.  I  had  conceived  the  idea,  which  was. not  orig'inal  with 
me  at  all,  of  trying  to  have  more  or  less  publicity  in  regard  to  life 
insurance  and  the  aims  and  objects  of  life  insurance,  and  the  cost 
of  it,  particularly  along  the  line  that  any  charge  on  life  insurance 
premiums  was  a  tax  on  the  individual.  I  was  coming  east  and  I 
stopped  at  Des  Moines  and  had  a  talk  with  some  of  the  life  in- 
surance officials  there  along  these  lines.  Sometime  after  that  one 
of  them  came  to  see  me  about  it  and  the  result  was  that  he  under- 
took to  organize  a  bureau  for  writing  letters  disseminating  litera- 
ture and  that  sort  of  thing  among  the  people  of  the  State  of  Iowa, 
and  he  conducted  that  bureau.  The  ultimate  idea,  of  course,  was 
for  the  reduction  of  taxation,  and  this  money  was  furnished  him 
for  the  expenses  of  that. bureau. 

Q.  That  being  one-third  of  the  total  contribution  for  that  pur- 
pose?   A.  Yes. 

O.  The  other  two-thirds  coming  from  the  Equitable  and  the 
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New  York  Life  ?  A.  If  the  Equitable  was  in  that  would  be  true, 
but  if  not,  it  would  be  one-half,  but  I  think  it  was  one-third. 

Q.  At  any  time  have  you  received  other  moneys  from  Andrew 
Hamilton  ?  A.  Not  that  I  remember  of  now.  If  any  money  was 
received  it  was  in  adjustment  of  the  difference,  but  that  is  all  I 
can  remember  of. 

Q.  At  any  time  did  you  pay  any  money  to  Mr.  Hamilton?  A. 
No,  I  don't  think  I  ever  paid  him  any  money.  I  have  no  recollec- 
tion of  it. 

Q.  You  have  received  money  from  time  to  time  from  other 
persons  besides  Mr.  Hamilton,  representing  the  New  York  Life? 
A.  I  think  not. 

Q.  Mr.  McCall,  testified  as  I  recalled  it,  yesterday,  that  you  had 
been  retained  in  connection  with  a  bill  for  Federal  supervision? 
A.  Mr.  McCall  was  mistaken  in  that  so  far  as  any  retainer  was 
concerned.  I  am  in  the  employ  of  the  Mutual  Life  in  all  that  I 
do,  and  my  compensation  comes  from  them.  In  that  matter  I  saw 
Mr.  McCall,  and  I  probably  asked  him  if  his  company  would  con- 
tribute to  that  purpose  to  the  extent  of  a  portion  of  the  expense. 
It  was  not  a  retainer. 

Q.  And  what  was  his  answer?    A.  He  said  he  would. 

Q.  And  did  you  have  a  similar  interview  with  some  one  repre- 
senting the  Equitable?  A.  Why,  it  is  very  possible,  quite  prob- 
able that  I  did,  because  I  would  not  go  into  a  matter  of  that  kind 
without  a  consultation  with  them  in  regard  to  it. 

Q.  How  long  have  you  represented  the  insurance  companies 
in  connection  with  the  matter  of  Federal  Supervision?  A.  Well, 
that  matter  ran  through  one — a  little  more  than  one  Congress. 

Q.  Can  you  tell  me  what  amount  the  Mutual  Life  has  disbursed 
in  connection  with  the  work  that  you  have  done  during  the  last 
five  years  ?     A.  No,  sir,  I  could  not  because  I  don't  know. 

Q.  What   amount  has  passed  through   your  hands  approxi- 
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mately  ?    A.  Well,  that  would  be  difficult  to  say.    Comparatively 
small  amounts. 

Q.  Take  the  year  1904,  for  example,  how  much  was  paid  out 
%  you  in  that  year  which  you  received  from  the  Mutual  Life? 
A.  1904,  I  am  not  sure  whether  it  was  1904  or  1903  that  Alabama 
was  in  session.  In  that  State  I  disbursed  probably  all  told,  or 
authorized  the  disbursement — I  did  not  disburse  any  of  it  myself 
— I  authorized  it  under  instructions  of  the  General  Solicitor — 
probably  twenty-two  hundred  or  twenty-three  hundred  dollars. 

Q.  Are  you  cognizant  of  disbursements  which  do  not  pass 
through  your  hands,  but  which  are  made  to  protect  the  company 
against  legislation  which  it  deems  undesirable?  A..  No,  sir,  T 
would  not  have  any  knowledge  of  it  unless  somebody  just 
happened  to  speak  about  it  to  me.  The  probabilities  are  that  I 
would  not  know  anything  about  it  at  all. 

Q.  Well,  do  you  say  that  all  payments  for  that  purpose  go 
tlirough  3'our  hands  ?    A.  Oh,  no. 

Q.  Through  whose  hands  do  they  go?  A.  Why  I  would  say 
that  they  all,  so  far  as  the  work  that  I  know  anything  about — 
and  if  there  is  other  work  I  don't  know  anything  about  it — go 
through  the  hands  of  the  general  solicitor  or  myself. 

Q.  You  say  if  there  is  other  work  you  do  not  know  anything 
about.  Do  you  mean  there  are  things  that  you  do  not  desire  to 
know  anything  about?  A.  No,  what  I  mean  is  that  if  there  was 
anybody  else  engaged  in  that  work  other  than  ourselves  I  don't 
know  it. 

Q.  What  officer  of  your  company  has  charge  of  these  matters, 
what  executive  officer  particularly?  A.  Well,  as  far  as  I  had 
occasion  to  see  the  executive  officers,  it  would  be  one  of  the  vice- 
presidents. 

Q.  Which  one?    A.  Mr.  Granniss,  usually. 

Q.  Is  it  not  a  fact  that  Mr.  Granniss  is  in  complete  charge  of 
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this  department  of  your  business?     A.  I  would  say  so;  yes,  sir. 
That  is . 

Q.  And  Mr.  Granniss  would  know  just  what  payments  are 
made,  for  they  cannot  be  made  without  his  authorization,  is  not 
that  so?  A.  No,  that  is  going  a  little  further  than  the  facts, 
I  would  say,  because  I  would  think  that  there  were  others  who 
had  plenty  of  authority  to  make  payments. 

Q.  But,  as  a  matter  of  fact,  do  they  concern  themselves  with 
it?  A.  Ordinarily  I  should  say  not,  so  far  as  my  experience 
goes.  Mr.  Granniss  was  more  familiar  with  that  matter  and  con- 
sequently whenever  there  was  occasion  to  talk  to  one  of  the 
executive  officers,  I  usually  talk  to  him. 

Q.  You  have  mentioned  an  amount  of  $2,300  in  Alabama,  and 
think  you  have  mentioned  one  or  two  others,  small  sums.  Do 
you  mean  to  be  understood  as  saying  that  that  is  all  the  money 
that  was  spent  in  1904  by  the  Mutual  Life  to  protect  itself  from 
undesirable  legislation?  A.  No,  I  would  not  say  that  by  any 
means. 

Q.  What  amount  was  spent  for  that  purpose?  A.  I  could 
not  tell  you  the  full  amount. 

Q.  Approximately?     A.  In  that  year? 

Q.  Yes.  A.  Well,  I  should  say  that  the  amount  was  primarily 
disbursed  by  us  might  reach  $15,000.  It  might  reach  more  than 
that  and  it  might  reach  less. 

Q.  Do  you  use  the  word  primarily  with  any  special  significance? 
A.  Only  with  reference  to  adjustment  of  account  afterwards. 

Q.  You  mean  there  might  be  other  amounts  that  might  be  spent 
in  adjusting  accounts?  A.  No,  I  mean  that  that  would  be  for 
the  general  expenditure. 

Q.  Well,  why  do  you  say  primarily?  A.  Simply  because  it 
would  be  paid  by  us,  and  then  there  would  be  a  balance  in  ou^ 
favor,  it  would  come  back  to  vis. 

Q.  Do   you   include  in  that,   retainers  that  are  paid  to  indi- 


1546 


Testimony  of  Warren  F.  Thummel 

viduals  in  various  States  to  look  after  the  Mutual  Life's  inter- 
ests? A.  Yes,  I  would  think  so.  Now  this  is — that  figure  is  a 
guess.  It  might  be  more  and  it  might  be  less.  I  do  not — I 
think,  ho\A"ever,  that  that  would  cover  it. 

Q.  Who  represents  you  in  the  various  States  which  are  under 
your  direct  supervision?  Will  you  enumerate  the  individuals. that 
represent  the  Mutual  Life  in  those  States?  A.  In  Virginia,  Mr. 
Sands. 

Q.  Who  is  he?  A.  He  is  an  attorney  of  Richmond.  In 
North  Carolina  we  have  no  representative.  We  have  an  attor- 
ney there  that  we  employ  whenever  there  is  an  occasion  arises. 
I  never  had  occasion  to  see  him  but  once,  and  it  was  on  a  very 
small  matter,  and  I  think  the  fee  he  charged  at  that  time  was  $250. 
However,  if  I  had  occasion  to  go  there  I  should  see  him.  His 
name  is  Poe  or  Pou,  I  think  (P-o-e  or  P-o-u).  In  Alabama  we 
have  nobody  regularly  who  represents  us.  We  have  nobody  in 
Michigan  at  the  present  time.  Judge  Grubbs  represents  us  gen- 
erally at  Louisville  in  regard  to  all  matters,  but  very  Httle  I 
would  sa}'  in  regard  to  legislative  matters.  Minnesota^  know 
nothing  about  and  never  had  anything  to  do  with  at  all.  In 
Oregon  and  Washington  I  don't  remember  that  we  ever  had 
any  representative  at  all.  I  think  that  whatever  was  done  was 
done  by  the  general  agents  and  that  would  be  so  with  all  of  the 
other  States,  I  think.  In  Massachusetts  we  have  no  represen- 
tative at  the  present  time. 

Q.  Did  you  formerly?     A.  Yes,  sir. 

Q.  Who  was  your  agent  there  formerly?  A.  Mr.  Walter  J. 
Holden. 

Q.  Is  he  an  attorney?    A.  No,  sir. 

Q.  Have  you  made  it  a  practice  to  travel  about  the  country 
from  time  to  time?    A.  I  travel  a  great  deal. 

Q.  Do  you  keep  posted  upon  the  bills  that  are  introduced  in 
various  legislatures?     A.  I  try  to. 
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Q.  And  what  do  you  do  actually  in  endeavoring  to  defeat  sucli 
measures  as  you  think  are  strike  legislation  or  undesirable 
measures  ?  A.  Well,  I  try  to  get  in  touch  with  the  situation,  get 
acquainted  with  as  many  of  the  people  that  are  interested  in  the 
matter  as  I  can,  and  appear  before  committees  and  talk  with  the 
various  members  and  present  to  them  such  arguments  for  or 
against  as  I  possibly  can. 

Q.  And  you  do  this  in  a  number  of  States?  A.  I  have  done 
that  in  a  number  of  places  and  a  number  of  States. 

Q.  And  for  a  number  of  years?  A.  Six  years.  In  addition 
to- that,  if  I  cannot  do  that  work  myself  I  employ  somebody  to 
assist  me. 

Q.  Do  you  keep  an  account  of  your  disbursements  in  connec- 
tion with  that  work?  A.  Why,  I  keep  no  account  of  disburse- 
ments, except  it  would  be  on  the  occasion  of  the  particular  work, 
I  would  report  whatever  I  disbursed.  I  would  say  that  there 
would  be  no'  disbursements  unless  it  was  for  assistance  or,  of 
course,  my  own  personal  account  which  I  kept  right  along. 

Q.  For  your  own  personal  expenses?  A.  For  my  own  per- 
sonal expenses.  There  would  be  nothing  else  except  I  employed 
somebody  to  assist  me. 

Q.  Where  have  you  been  this  year,  for  example?  A.  This 
last  year?     I  was  in  Michigan. 

Q.  What  was  going  on  there?  A.  There  was  a  bill  up  to 
increase  the  taxation,  as  I  remember  it,  one  per  cent.;  it  was 
two  per  cent,  and  the  bill  was  to  increase  it  to  three  per  cent. ; 
it  might  be  21/0,  but  I  think  three  per  cent.  I  saw  an  account 
of  that  bill  and  I  thought  it  was  a  matter  of  importance  and  I 
went  out  there  and  I  got  in  touch  with  the  situation  there.  I  found 
that  the  general  agents  of  the  company  generally  were  ver> 
much  exercised  over  the  matter  and  I  went  to  see  the  ofRcers  of 
the  Michigan  Mutual  and  had  a  talk  with  them  about  it,  and 
laid  the  proposition  before  them  that  it  was  a  matter  of  a  great 
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deal  more  interest  to  them  than  it  was  to  us,  for  while  the  bill 
would  not  increase  their  taxes  in  Michigan  any,  they  being  ex- 
empt from  taxes  in  their  own  State,  under  the  reciprocal  laws 
they  would  be  required  to  pay  that  increased  reciprocal  tax  in 
practically  all  the  States  that  they  operated  in  and  it  would  be 
a  very  serious  drain  upon  their  treasury.  I  went  to  Lansing, 
and  I  was  there  for  a  day.  I  concluded  that  the  general  agents 
and  the  interests  of  the  Michigan  Mutual  would  be  sufficient  to 
take  care  of  it  and  I  came  away. 

O.  Well,  what  other  trips  have  you  made  this  year?  A.  And 
they  did  take  care  of  it  and  the  bill  was  defeated. 

MR.  PRENTICE :  Speak  a  little  louder. 

THE  WITNESS :  I  say  they  did  take  care  of  it  and  the  bill 
was  defeated.  I  employed  nobody.  Aside  from  that  I  went  down 
to  Florida. 

Q.  You  have  spoken  of  the  general  agents  frequently  acting 
in  these  matters.  Do  you  authorize  the  general  agents  to  spend 
such  money  as  may  be  necessary  for  the  purpose?  A.  I  would 
not  do  that  generally,  no. 

Q.  Have  you  done  it  "at  all?  A.  I  may  have  authorized  some 
expenditures.  I  would  say  possibly  I  have,  but  as  a  general  prop- 
osition I  would  not  do  that  if  I  could  have  it  done  by  somebody 
else. 

Q.  And  who  would  do  it  normally?  A.  The  general  solicitor. 
Of  course,  if  there  was  an  emergency  and  I  was  on  the  ground 
I  would  authorize  it  and  trust  to  have  my  authorization  approved 
when  I  got  back. 

Q.  Would  it  be  a  fact  that  a  good  deal  of  the  money  expended 
by  the  Mutual  Life  in  preventing  undesirable  legislation  would  be 
spent  by  the  general  agents  or  from  the  funds  of  agency  ofi&cers  ? 
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A.  Well,  I  would  think  not.  So  far  as  I  had  anything  to  do  with 
that,  it  would  not  be  expended  from  their  funds  at  all  because  I 
would  instruct  them  to  make  vouchers  and  to  send  those  vouchers 
in  direct  so  that  they  could  be  reimbursed,  and  it  would  not  go  in 
their  agency  account.  Of  course  they  might  primarily  use  the 
money  they  had  in  their  hands. 

Q.  To  whom  do  those  vouchers  go?  A.  I  presume  they  would 
come  to  the  law  department? 

Q.  And  they  would  be  approved  by  the  law  department  and 
then  sent  to  the  cashier  ?  A.  No,  sir,  they  would  be  .approved  by 
one  of  the  executive  officers,  I  would  think. 

Q.  Mr.  Granniss?     A.  A^ery  likely. 

Q.  And  then  be  paid  in  regular  course?    A.  Yes. 

Q.  You  were  about  to  say  you  have  been  in  Florida.  Have  you 
been  anywhere  else  this  year?  A.  Why  I  have  made  more  or 
less  trips,  I  think,  but  those  are  the  only  ones  I  remember  in 
regard  to  legislation  except  that  I  was  in  Boston  two  or  three 
times. 

Q.  Were  you  in  Nebraska?    A.  No,  I  was  not  in  Nebraska. 

Q.  You  were  there  last  year?  A.  I  was  there  two  or  three 
years  ago;  three  years  ago. 

Q.  What  was  up  there  ?    A.  A  general  revenue  bill. 

Q.  How  long  were  you  there?  A.  I  was  there  about  four 
or  five  weeks. 

Q.  With  what  result?  A.  A  very  disastrous  one  as  far  as  we 
were  concerned.     There  was  a  combination . 

Q.  You  found  it  a  rather  hard  situation  to  deal  with,  didn't 
you  ?  A.  There  was  a  combination  against  us,  we  found  it  hard 
to  overcome. 

Q.  What  was  that  combination?  A.  A  combination  of  the 
other  corporations. 

Q.  What  do  you  mean,  the  other  insurance  corporations?  A. 
No,  sir,  it  was  a  general  revenue  bill  and  every  class  of  corporation 
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was  fighting  it  harder  to  get  its  own  taxes  as  low  as  possible. 
The  railroads  were  entirely  too  much  for  us.  They  had  an  organ- 
ization complete  before  we  even  knew  of  the  situation,  and  it 
was  such  that  we  could  not  touch  it. 

Q.  Did  not  you  find  it  possible  by  your  arguments  as  to  the 
injustice  of  the  measure  as  it  affected  insurance  companies  to  meet 
the  concentrated  efforts  of  the  railroad  companies  ?  A.  I  did  not. 
I  was  not  magnetic  to  that  extent. 

Q.  You  thought  you  had  the  best  of  the  argument  but  they  had 
the  best  of  the  situation  ?  A.  I  knew  I  had  the  best  of  the  argu- 
ment. 

Q.  And  you  were  dealing  I  suppose  with  intelligent  men?  A. 
Well,  I  was  dealing  with  a  legislature  (laughter.) 

O.  Just  what  was  the  strength  of  the  opposing  parties,  wherein 
did  it  lie?  A.  Well,  I  don't  know.  I  never  was  able  to  find  out 
where  their  strength  laid.  They  had  it,  that  was  all.  I  tried  to 
see  if  I  could  not  get  some  aid  and  comfort  from  them  but  I  could 
not.  They  talked  very  nice  to  me,  but  they  would  not  do  any- 
thing, they  would  not  help  in  any  way.  The  only  person  that  I 
got  any — well,  I  won't  say  assistance,  but  I  got  fair  treatment 
from — was  the  representative  of  the  Pullman  company.  And  I 
was  telling'  him  one  day  about  a  bill  that  I  had  seen  in  another 
legislature  regarding  Pullman  passes,  and  he  says,  "For  God's 
sake  don't  say  anything  about  that  here."  And  after  that  he  was 
very  nice  to  me.    That  is  the  only  comfort  I  got  from  any  of  them. 

Q.  Where  else  have  you  been  in  the  last  two  or  three  years? 
A.  I  was  at  Colorado  several  years  ago.  I  was  borrowed  at  that 
time  by  the  Equitable. 

Q.  How  did  that  happen?  A.  They  had  nobody  that  they 
could  send  out  and  they  wanted  to  know  if  I  could  go,  and  I  was 
not  busy  just  then  and  I  said  yes,  and  I  went  out  there.  The 
situation  at  that  time  was  that  a  bill  increasing  the  taxes  had 
passed  both  Houses  and  was  waiting  the  action  of  the  Governor. 
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I  went  out  with  the  intention  of  making  an  argument  to  the 
Governor.  I  made  up  my  mind,  after  I  was  there  a  little  while, 
that  I  could  not  do  it,  and  I  employed  an  attorney  and  gave  him 
sufficient  information  as  regards  the  general  subject  of  taxation 
so  he  could  make  the  argtiment,  and  he  made  the  argument  before 
the  governor  and  I  came  home. 

Q.  Does  it  happen  from  time  to  time  that  the  railroad  interest 
and  your  interests  are  on  the  same  side,  as  a  general  proposition? 
A.  I  would  say  that  that  never  happens,  as  a  general  proposition 
there  are  efforts  being  made  all  along  the  line  for  increased 
revenues,  and  the  subject  of  those  attacks,  if  you  will  permit  me 
to  use  that  expression,  are  corporations  generally.  We  have  noth- 
ing in  common  with  any  class  of  corporation,  not  even  the  fire 
insurance  corporations,  because  they  are  usually  against  us,  that 
we  can  make  a  combination  with.  We  make  our  own  fights  al- 
ways. 

Q.  Have  you  ever  appeared  anywhere  in  support  of  railroad 
interests?     A.  No,  sir. 

Q.  You  spoke  of  your  appearances  in  Washington.  Have  the 
insurance  interests  at  any  time  directly  or  indirectly  assisted  the 
railroad  interests  there?  A.  Not  to  my  knowledge.  I  never 
heard  of  it. 

Q.  There  has  been  no  suggestion,  for  example,  in  connection 
with  the  rate  bills  of  the  insurance  interests  with  the  railroads? 
A.  I  never  heard  of  any  such  thing. 

Q.  What  are  your  present  retainers  in  Washington?  A.  I 
have  none. 

Q.  Do  you  represent  the  three  companies  in  connection  with 
Federal  insurance  in  the  matter  you  have  described,  that  is,  you 
have  spoken  to  them  about  it?  A.  I  did,  but  that  matter  has 
been  closed  up  for  two  years. 

Q.  Nothing  at  present  pending  in  regard  to  it?  A.  I  have 
nothing  at  present  pending  at  Washington.     Now,  I  have  had 
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several  matters  in  Washington  of  importance  to  the  insurance 
interests.  The  first  one  was  in  relation  to  the  repeal  of  the  rev- 
enue stamps. 

Q.  War  tax  ?  A.  The  vi^ar  tax.  It  was  brought  to  our  atten- 
tion that  there  would  be  a  repeal  of  a  portion  of  those  taxes. 
We  were  anxious  that  ours  should  share  in  that  repeal,  and  I 
spent  all  of  that  session,  almost  the  entire  session,  at  Washington, 
until  that  bill  was  passed  and  signed.     That  was  successful. 

Q.  Who  did  you  represent  then?  A.  Well,  I  represented,  I 
suppose — well  I  represented  the  Mutual  and  I  saw  no  other  rep- 
resentative of  any  life  insurance  company  there ;  I  would  say  that 
I  represented  the  three  companies  in  a  general  way,  because  I 
don't  remember  that  I  ever  had — yes,  I  did.  I  have  a  number  of 
interviews  in  regard  to  that  matter  with  either  the  president  of 
the  Equitable  or  some  of  his  assistants  along  that  line. 

Q.  Who  did  you  usually  deal  with  at  the  Equitable  ?  A.  Well, 
now,  that  would  depend.  In  matters  of  that  kind  I  had  consulta- 
tions, as  I  say,  with  President  Alexander  two  or  three  times. 
On  general  matters  I  talked  with  Mr.  Mayne. 

Q.  Did  3'ou  ever  talk  with  Mr.  Jordan?  A.  In  regard  to 
Massachusetts  only. 

Q.  What  did  you  do  with  Boston?        A.  Well,  at  what  time? 

Q.  When  you  were  there,  were  you  there  several  times?  A. 
Last  winter  ? 

Q.  Yes,  last  winter,  if  that  is  the  last?  A.  Why,  I  went  to 
Boston  for  the  purpose  of  a  consultation  with  the  attorney  of  the 
New  England  Mutual.  He  had  said  to  me  several  times,  know- 
ing that  we  had  Mr.  Holden  retained,  that  he  thought  that  was 
an  expense  we  might  cut  off,  and  he  says,  "If  you  will,  I  don't 
think  that  there  are  any  matters  that  can  come  up  that  would 
affect  the  New  York  companies  that  would  not  equally  affect 
the  New  England  companies,  and  I  look  after  matters  for  them, 
and  consequently  at  the  same  time,  in  looking  after  their  matters, 


IS53 


Testimony  of  Warren  F.   Thummel 

yours  would  be  protected,  and  I  think  you  can  save  that  expense." 
And  Mr.  Holden  had  ceased  to  be  our  representative  and  I  went 
down  there  for  the  purpose  of  reminding  liim  of  that  conver- 
sation and  asking  him  if  that  would  be  true,  and  he  said  he  knew 
of  nothing  but  what  would  affect  all  companies  equally,  and  he 
says  if  there  is  anything  that  affects  the  New  York  companies 
that  don't  afifect  ours,  so  that  you  would  have  to  give  personal 
attention  to  it  or  have  somebody  give  personal  attention  to  the 
matter,  I  would  let  you  know. 

Q.  What  had  Mr.  Holden  done  for  you  professionally  when  he 
was  under  retainer?  A.  Well,  Mr.  Holden  had  attended  to 
the  matters  before  in  the  Massachusetts  Legislature.  He  was 
under  an  annual  retainer  and  we  ■  registered  him  as  we  must  do 
under  the  Massachusetts  laws,  and  he  did  what  was  necessary,  I 
presume. 

Q.  Not  being  an  attorney,  how  could  he  represent  you  satis- 
factorily in  the  matter  ?  A.  Well,  a  man  does  not  have  to  be  an 
attorney  to  make  an  argument  before  a  committee  necessarily. 

Q  Was  that  Mr.  Holden's  forte?  A.  I  don't  know  what  Mr. 
Holden  did.  I  never  was  there  with  him.  I  know  he  took  care 
of  the  matter  so  that  there  was  no  legislation  that  was  adverse. 

Q.  Did  he  represent  other  companies?  A.  He  represented 
the  New  York  Life  a  part  of  the  time  and  the  Equitable  as  long 
as  he  represented  us. 

Q.  Did  he  represent  other  corporate  interests?  A.  I  don't 
know. 

Q.  Had  you  ever  gone  on  there  when  there  was  any  bill  pend- 
ing?   A.  No,  sir. 

Q.  Where  have  you  been  in  recent  years  when  matters  have 
been  pending  in  legislatures  that  you  deemed  inimical  to  your  in- 
terests aside  from  those  you  have  mentioned?  A.  I  have  been 
in  Virgina  and  in  Louisiana.  I  went  down  to  New  Mexico  last 
year,  for  I  found  that  between  the  time  of  my  starting  and  get- 
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ting  down  there  that  the  bill  had  been  introduced  and  passed 
by  both  houses  and  signed  by  the  Governor,  and  I  said,  How  do 
you  do,  to  the  Governor,  and  came  back  again. 

Q.  When  it  is  necessary  to  disburse  money  in  connection  with 
-these  trips  you  go  to  the  general  agent,  as  a  rule,  do  you  ?    A.  No, 
sir. 

Q.  What  do  you  do?  A.  Why,  it  is  not — let  me  see  whether 
I  understand  you  or  not,  what  do  you  mean  by  the  necessity  of 
disbursing  money? 

Q.  Just  as  I  say,  if  you  need  to  use  money,  where  do  you  get 
it?     A.  Well,  I  don't  need  to  use  any. 

Q.  That  is  the  fact,  is  it ;  I  mean  to  say  you  do  not  have  occa- 
sion to  employ  anybody  locally  in  connection  with  these  matters? 
A.  Sometimes  I  do. 

Q.  When  you  do,  where  do  you  get  the  money?  A.  I  let 
them  make  a  voucher  when  the  service  is  rendered,  or  before,  if 
necessary,  and  I  get  the  money  from  the  office  and  send  it  to 
them. 

O.  You  have  occasion  from  time  to  time  to  know  whether  any 
contributions  are  made  for  political  purposes  out  of  the  funds  of 
the  Mutual  Life?  A.  I  would  not  know  very  much  about  that. 
It  is  a  matter  that  does  not  come  within  my  province. 

O.  Do  vou  happen  to  know  of  a  contribution  made  to  the 
Congressional  Committee?    A.  Yes. 

Q.  When  was  that  made  ?    A.  One  was  made  last  year. 

Q.  What  was  the  amount?    A.  $2,500. 

Q.  Which  party?     A.  Republican. 

Q.  Also  to  the  Democratic?    A.  I  don't  know. 
*   Q.  Was  it  not  divided?    A.  Well,  that  was  one  that  was  not. 

O.  Was  there  another  one  that  was?  A.  I  don't  know  any- 
thing about  it.  I  said  I  did  not  know  anything  about  the  Demo- 
cratic Committee. 

Q.  What  reason  was  there  for  a  contribution  by  the  Mutual 
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Life  Insurance  Company  to  a  Congressional  Committee?  A.  I 
don't  know. 

Q.  How  do  you  know  it  was  made?  A.  Because  I  had  personal 
knowledge  of  it. 

Q.  To  whom  was  it  made?     A.  Made  to  the  chairman. 

Q.  Who  was  he?    A.  Mr.  Babcock. 

Q.  By  you  personally  ?    A.  I  handed  it  to  him. 

Q.  Was  it  a  check?     A.  No,  sir. 

Q.  Cash?    A.  Cash. 

Q.  From  whom  did  you  get  it?  A.  Why  I  got  it  from  the 
cashier. 

Q.  On  what  authority?     A.  Mr.  Granniss. 

Q.  Did  you  initiate  the  transaction  or  was  Mr.  Granniss  the  one 
who  told  you  to  do  it?  A.  Neither  one.  They  came  to  us,  they 
came  to  me  and  said  they  would  like  to  see  Mr.  Granniss.  I  took 
them  up  and  introduced  them,  and  after  some  talk  they  went 
away. 

Q.  Were  you  present  during  the  conversation?     A.  How? 

Q.   (Question  repeated).    A.  Why,  yes,  I  was  there. 

Q.  What  was  the  ground  on  which  the  contribution  was  sug- 
gested? A.  Well,  the  general  ground  was  that  there  was  great 
danger  of  a  Democratic  House,  and  that  that  would  probably 
result  in  tariff  agitation  and  other  legislation  attempted  that  would 
be  of  such  a  character  as  to  upset  business.  That  was  the  basis 
of  the  arg'ument. 

Q.  And  affect  the  interests  of  policyholders?  A.  It  would 
very  much. 

Q.  Did  it  have  anything  to  do  with  Federal  supervision  of  in- 
surance?   A.  Nothing.  • 

Q.  That  was  not  suggested  in  any  way?  A.  So  far  as  I  know 
all  that — I  think  all  Federal  supervision  was  over  with  at  that 
time. 

Q.  Was  it  stated  that  any  other  insurance  companies  had  con- 
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tributed?  A.  The  statement  was  made  that  either — either  that 
they  had  or  appHcation  would  be  made  to  them,  but  I  am  not  very 
clear  about  that.  And  whether  there  was  or  was  not  I  do  not 
know,  or  whether  there  was  any  application  made  or  not  I  do  not 
know.  But  the  general  suggestion  was  that  there  was  contribu- 
tions of  that  kind. 

Q.  Did  you  have  any  information  of  any  other  political  contri- 
butions made  for  the  Mutual  Life?  A.  No,  sir,  that  is  the  only 
one  I  ever  knew  anything  about. 

Q.  Do  you  know  to  what  account  that  payment  was  charged? 
A.  I  do  not. 

Q.  When  you  say  that  that  is  the  only  one  you  know  of  do  you 
mean  to  include  also  contributions  that  might  be  made  from 
general  agencies  or  branch  offices?  A.  I  never  heard  of  such  a 
thing. 

Q.  And  of  course  I  am  not  now  speaking  simply  of  Congres- 
sional Committee,  but  contributions  for  political  purposes  to  any 
party,  national,  local  or  state  matters?  A.  That  is  what  I  under- 
stood. 

Q.  You  have  stated  all  you  know  on  that  subject  ?  (No  answer.) 

Q.  Have  you  dealt  with  anyone  on  behalf  of  the  Equitable  be- 
sides Mr.  Mayne  and  Mr.  Jordan  and  President  Alexander?  A. 
No,  so  far  as  President  Alexander  was  concerned  it  was  just  a 
consultation  in  regard  to  the  desirability  of  matters.  So  far  as 
Mr.  Jordan  was  concerned  it  was  simply  in  reference  to  Massa- 
chusetts. Mr.  Mayne  took  me  down  there  one  day  to  talk  with 
him. 

Q.  It  is  suggested  to  me  that  the  insurance  business  in  the 
District  of  Columbia  is  under  Congressional  regulation.  That  is 
the  fact,  is  it  not?  A.  Well,  I  will  tell  you.  Up  until  a  few  years 
ago  there  was  practically  no  regulation  in  regard  to  insurance  in 
the  District  of  Columbia.  There  was  a  tax  of  one  per  cent  and 
some  kind  of  a  regulation  in  regard  to  its  collection,  and  a  certifi- 
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cate  issued  after  the-  payment  of  the  tax  or  possibly  before  it, 
that  would  entitle  the  company  to  do  business  there.  Then  a  code 
of  insurance  law,  if  you  will  permit  me  to  use  that  term,  it  is  not 
accurate,  was  passed  by  Congress  and  now  they  have  a  depart- 
ment there. 

Q.  I  want  to  put  the  question  directly  to  you,  so  as  to  leave 
no  misunderstanding  as  to  your  testimony,  although  I  may  have 
covered  it  already.  I  want  to  know  whether  you  authorized  or 
knew  or  were  informed  o  any  payments  out  of  the  funds  of  the 
Mutual  Life  Insurance  Company  directly  or  indirectly  to  any 
legislator  in  any  State  ?     A.  _Not  once,  not  a  single  cent. 

Q.  Or  to  anyone  who  was  in  political  relations  with  any  legis- 
lator?    A.  No,  sir. 

Q.  Through  membership  in  any  campaign  committee  or  other 
connection  with  any  political  organization  or  otherwise?  A.  No, 
sir.  The  only  disbursements  that  were  made  so  far  as  I  know 
anything  about  it,  were  to  attorneys  and  agents  that  are  entirely 
open  to  regular  employment,  and  I  don't  know  and  never  had  any 
reason  to  think  or  to  suppose  that  in  any  way  any  part  or  parcel 
of  that  money  could  get  into  the  hands  of  any  member  of  the 
Legislature  whatsoever. 

MR.  HUGHES :  That  is  all. 

BY  MR.  WEMPLE : 

O.  Has  there  been  any  substantial  advancement  in  the  matter 
of  Federal  supervision?    A.  Yes,  sir,  I  think  so. 

Q.  Have  any  bills  been  introduced  in  Congress  looking  towards 
that  end?  A.  No.  When  the  bill  for  the  creation  of  the  De- 
partment of  Commerce  and  Labor  was  up,  there  was  an 
amendment  asked  for  in  the  House  creating  a  department  or  a 
bureau  of  insurance  similar  to  the  bureau  of  corporations.    That 
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bill  was  defeated  on  the  floor,  but  afterwards  an  amendment  was 
incorporated  in  the  section  creating  the  bureau  of  corporations, 
giving  the  Commissioner  of  Corporations  the  same  power  in 
regard  to  the  gathering,  compiling  and  publishing  of  statistics 
of  insurance  companies  as  of  all  companies  engaged  in  foreign 
or  inter-state  commerce,  including  insurance,  I  think  it  is  pretty 
nearly  the  reading  of  the  bill,  and  that  is  the  first  time,  so  far  as 
I  know,  that  the  insurance  companies  were  ever  included  in  any 
general  legislation. 

Q.  The  constitutionality  of  that  question  has  been  involved, 
has  it  not?     A.  Oh,  yes. 

Q.  With  reference  to  direct  legislation  along  that  line?     A. 
Yes,  there  is  quite  a  controversy  in  regard  to  that. 

Q.  What  is  you  opinion  about  the  constitutionality  of  it  ?  A.  I 
think  it  is  constitutional.  If  I  had  not  thought  so  I  should  not 
have  directed  any  effort  in  that  way.  I  think  this,  that  the  ques- 
tion of  taxation  is  one  that  pertains  to  the  States.  I  doubt  very 
much  if  Congress  could  limit  that  question,  that  is,  I  think  that 
the  State  of  New  York,  for  instance,  could,  of  course,  fix  the 
taxes  for  its  own  corporations,  and  if  a  company  like  the  North- 
western Mutual,  doing  business  in  New  York,  I  think  that  the 
State  of  New  York  could  tax  that  company.  I  do  think  that 
Federal  regulation  would  give  a  uniform  system  regarding 
life  insurance  to  the  country  and  would  prevent  a  host  of  bills 
that  every  year  are  coming  into  the  various  legislatures  all  over 
the  country  and  would  result  in  a  uniform  system  of  doing  busi- 
ness by  the  insurance  companies,  something  that  could  be  de- 
pended upon  and  would  decrease  the  cost  of  doing  business  to 
the  insurance  companies  very  much,  and,  of  course,  anything  that 
decreases  the  cost  is  for  the  benefit  of  the  policyholders,  because 
it  would  leave  more  money  to  pay  the  dividends 

Q.  Would  it  be    easier  to  regulate  a  standard  form  of  policy 
under  such  a  method  of  legislation?    A.  Do  you  mean  as  to 
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the   standard  of  fire?     There  is  not  any  standard   form  as   to 
life. 

O.  There  is  not  yet,  but  assuming  that  that  would  be  feasible 
later  on?  A.  I  do  not  see  how  that  could  be,  because  there  are 
so  many  different  forms  of  policies. 

BY  MR.  HUGHES: 

Q.  It  is  sugg-ested  to  me,  Mr.  Thummel,  that  you  desire  to 
explain  more  in  detail  the  nature  of  the  legislation  which  has 
elicited  these  efforts  on  your  part.  A.  Well,  I  would  say  gener- 
ally this,  that  there  are  several  classes  of  legislation  that  we  meet 
constantly,  in  almost  every  legislature.  The  first  and  the  most 
numerous  one  by  a  great  deal  being  what  is  sometimes  called 
strike  bills.  So  far  as  I  have  observed,  those  bills  are  prepared 
by  outsiders.  Very  seldom,  I  would  say,  by  a  member  of  the 
Legislature,  and  they  are  presented  usually  to  some  new  member 
of  the  Legislature  and  with  a — I  am  drawing  on  my  own  idea 
for  this  part  of  it — with  probably  the  suggestion  that  it  would 
redound  to  his  reputation,  and  it  is  introduced.  Then,  of  course, 
the  natural  result  would  be  that  the  people  who  were  respon- 
sible for  its  introduction  would  seek  employment  and  try  to  kill 
it.  There  are  a  good  many  of  that  class  of  bills  at  one  time  and 
another.  Then  there  is  another  class  which  is  very  much  more 
dangerous  to  the  companies  that  require  a  great  deal  more  effort 
to  prevent  their  becoming  laws,  and  that  is  the  class  of  bills  that 
are  inspired  by  other  corporations  for  the  purpose  of  relieving 
themselves  in  some  manner  from  some  obnoxious  provision  of 
the  law.  Usually  it  would  take  this  form,  that  there  was  some 
regulation  required  by  a  corporation  that  had  a  small  revenue 
to  it,  and  for  the  sake  of  illustration  we  will  say  that  the  entire 
revenue  to  be  derived  from  that  particular  part  might  be  $5,000 
in  the  State,  and  the  corporations  that  would  be  affected  by  that 
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would  introduce,  or  have  introduced,  a  bill  changing  the  revenue 
act.  And  it  would  be  very  likely  to  pick  upon  the  life  insur- 
ance premiums  as  the  vehicle  to  convey  more  taxes  into  the 
treasury  of  the  State.  And  somewhere  in  that  bill  there  would 
be  a  provision  that  would  repeal  the  particular  provision.  Along 
in  that  line  I  knovi^  of  at  least  two  instances  where  the  fire  in- 
surance companies  have  sought  to  be  relieved  of  what  to  them 
were  very  onerous  provisions  through  the  medium  of  a  general 
insurance  bill  that  would  have  a  repealing  clause  in  that  would 
repeal  those  provisions  to  which  they  objected. 

Another  class  of  bills  that  are  very  vexatious  are  bills  that  are 
presented  by  attorneys  who  have  been  unsuccessful  in  litigation. 
There  are  not  very  many  of  these,  but  there  are  some,  and  they 
have  been  unsuccessful  because  of  certain  provisions  in  policies. 
I  have  known  this  to  happen  in  both  fire  insurance  and  life,  and 
they  would  introduce  an  act  which  would  make  that  particular 
provision  of  a  policy  null  and  void  in  the  future.  Then  there  are 
the  class  of  bills  that  I  call  honest  bills,  and  that  is  sub-divided 
into  two.  The  first  class  might  be  a  very  mischievous  bill  but 
the  framer  of  it — and  he  is  usually  a  member  of  the  Legislature 
as  far  as  that  is  concerned — would  be  honest  in  his  conviction 
and  really  would  be  seeking  to  do  good  to  the  general  subject, 
and  then  there  is  the  bill  that  is  prepared  by  the  man  who  knows 
what  he  is  talking  about  and  that  is  actually  for  the  good  of  the 
business,  that  will  meet  a  defect  in  the  law,  and  that  kind  of  a  bill 
we  are  always  very  glad  to  see  enacted  into  a  law.  Anything 
that  is  for  the  good  of  the  business  we  are  always  very  glad  to  see 
passed. 

Q.  How  many  policyholders  approximately  has  the  Mutual 
Life  in  the  State  of  New  York?    A.  I  don't  know,  sir. 

Q.  Did  it  ever  occur  to  you  that  if  a  measure  was  introduced 
into  the  legislature  that  was  inimical  to  the  interests  of  the  policy- 
holders of  the  company,  and  they  were  acquainted  with  the  facts 
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a  very  strong  public  sentiment  would  be  created  against  the 
passage  of  the  measure  ?  A.  That  is  exactly  what  we  tried  to  do 
in  that  Iowa  matter,  and  we  showed  them  by  every  means  possible, 
that  is,  it  was  done;  I  have  no  personal  supervision  of  it;  I  only 
saw  the  literature  from  time  to  time.  The  State  was  flooded  with 
letters,  circulars,  the  editorials  in  the  papers,  and  that  sort  of 
thing,  and  the  result  was  not  what  I  had  hoped  that  it  would  be 
right  along  the  line  that  your  question  suggests.  The  tax  is  an 
indirect  one  and  it  is  pretty  hard  to  get  much  co-operation  in 
that  line. 

Q.  You  think  that  the  policyholders  are  really  not  sufficiently 
alive  to  their  interests  ?  A.  I  think  this,  that  if  the  companies  had 
relied  upon  the  policyholders  to  defeat  bad  and  vicious  legislation 
that  three-fourths  of  all  the  bills  that  have  been  presented  in  the 
last  five  years  would  have  been  enacted  into  laws  and  that  the 
expenses  of  the  companies  would  have  been  increased  to  an  extent 
that  would  be  frightful  to  contemplate. 

Q.  Perhaps  a  little  experience  of  that  sort  would  make  the 
policyholders  more  sensitive  to  their  real  interests  in  the  matter? 
A.  That  is  possible,  but  the  probabilities  are  that  they  would 
simply  damn  the  companies  for  not  having  properly  attended 
to  things. 

MR.  HUGHES :  That  is  all,  Mr.  Thummel. 

ROBERT  H.  McCURDY,  called  as  a  witness,  being  duly 
testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  McCurdy,  you  reside  in  Morristown,  New  Jersey?  A. 
Morris  Plains,  New  Jersey,  sir. 
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Q.  And  )-ou  are  an  officer  of  the  Mutual  Life  Insurance  Com- 
pany?   A.  I  am. 

Q.  What  office  do  you  hold  ?    A.  General  manager. 

Q.  How  long  have  you  been  general  manager  ?  A.  Since  July 
I,  1903. 

Q.  What  is  your  salary?    A.  $30,000. 

Q.  What  are  your  duties?  A.  My  duties,  under  the  by-laws, 
provide  that  the  president  and  vice-president  shall  have  power  to 
delegate  in  their  discretion  certain  of  their  duties  to  an  officer  to 
known  with  the  title  of  general  manager,  so  that  I  perform  such 
duties  as  are  delegated  to  me.  Principally  my  duties  consist  of 
the  supervision  and  a  direction  of  the  agency  matters  both  at 
home  and  abroad. 

Q.  Have  }ou  a  contract  with  the  company  relative  to  such 
matters  ?  A.  I  have  no  contract  other  than  my  appointment,  my 
election  and  salary. 

Q.  Have  you  a  contract  for  compensation  with  reference  to  the 
business  transacted  abroad?  A.  I  had  a  contract  when  I  was 
superintendent  of  the  foreign  departmertt.  The  last  contract,  I 
believe,  was  made  in  1901,  providing  for  the  payment  of  a  re- 
newal commission  on  such  business  as  was  done  through  the 
foreign  department  for  a  duration  of  seven  years.  Since  I  have 
become  general  manager  I  have  collected  those  renewal  commis- 
ions  under  that  contract,  but  I  have  no  interest  in  any  business 
done  since  my  election  as  trustee  and  general  manag'er. 

Q.  Have  you  here  a  copy  of  the  contract  ?  A.  I  have  here,  Mr. 
Hughes,  a  statement  giving  all  contracts  that  I  have  ever  had 
with  the  company  and  a  general  statement  of  my  relations  with 
the  company  since  1881.  Inasmuch  as  my  relations  have  been 
very  broadly  misquoted  in  newspapers  I  dictated  such  a  state- 
ment after  an  examination  of  the  contracts  and  books  to  my  sten- 
ographer. I  have  that  statement  here  and  I  should  like  the 
privilege  of  reading  it. 
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Q.  You  may  read  it.  In  the  year  1881  I  entered  the  office  of 
Charles  H.  Raymond,  the  then  general  agent  of  the  Mutual  Life 
Insurance  Company  for  New  York  City.  I  became  a  junior  clerk 
with  the  usual  clerical  duties,  and  at  a  salary  of  $1,000  a  year. 
Col.  Raymond  had  been  an  old  friend  of  our  family,  and  had 
known  me  intimately  from  boyhood,  and  at  the  end  of  the  year, 
made  me  a  partner  in  the  business,  and  gave  me  one-fourth  of  the 
net  profits. 

Q.  Pardon  me  a  minute.  What  was  your  age  at  that  time? 
A.  When?    When  I  went  in  with  Charles  H.  Raymond? 

Q.  In  1881,  yes.    A.  I  was  22  years  of  age. 

Q.  It  was  at  the  end  of  1881  that  you  were  made  a  partner?  A. 
It  was  at  the  end  of  1882.  I  served  one  year  on  a  salary  of  a 
thousand  dollars. 

O.  Yes.  A.  All  insurance  companies  at  that  time,  as  most 
companies  still  do  at  present,  farmed  out  territory  to  agencies 
and  paid  the  agents  on  a  commission  basis.  These  commissions 
are  merely  gross  sums,  from  which  the  heavy  expenses  of  the 
agency  must  be  deducted  to  ascertain  the  net  profit.  The  general 
agents,  in  addition  to  paying  all  the  expenses  of  procuring  in- 
surance within  the  limits  of  the  agency,  including  the  large  com- 
missions paid  sub-agents  and  solicitors,  further  incur  all  the 
risks  of  losses  which  might  be  caused  by  the  defalcation  of  sub- 
ordinates or  other  casualty.  In  other  words,  the  general  agents 
make  themselves  responsible  to  the  company  for  the  business 
which  they  secure  and  for  the  payment  of  the  premiums  due 
thereon,  and  the  amount  of  their  profits  is  wholly  dependent 
upon  the  amount  of  business  which  they  secure.  It  is  the  method 
by  which  the  insurance  companies  of  this  country  were  built  up 
and,  while  it  is  the  present  policy  of  our  Company  and  some  other 
companies  to  transform  all  such  agencies  into  salaried  positions, 
the  question  is  still  to  be  solved  whether  the  salary  system,  which 
to  some  extent  takes  away  from  the  agent  any  incentive  to  de- 
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velop  the  business  of  the  company,  will  be  as  effective  as  was 
the  old  managing  agency  system  on  a  commission  basis. 

Q.  Would  you  mind  reading  a  little  louder  and  a  little  more 
slowly. 

Q.  May  I  stand  up?  A.  Certainly,  I  will  be  very  glad  to  have 
you.     A.  I  can  read  a  little  better,  possibly. 

Late  in  1885  the  company  decided  to  secure  business  in  foreign 
countries,  and  as  some  small  amount  of  business  of  this  char- 
acter that  the  company  had  previously  done  had  been  carried 
on  through  the  New  York  agency,  I  was  appointed  on  January 
29,  1886,  Superintendent  of  the  Foreign  Department.  The  fact 
that  I  had  been  partly  educated  abroad,  spoke  several  foreign 
languages,  and  had  travelled  extensively,  may  also  have  influenced 
my  selection.  The  appointment  was  made  by  Mr.  Robert  A. 
Granniss,  Vice-President,  and  Mr.  William  J.  Easton,  Secretary 
of  the  Company,  and  it  was  agreed  that  I  was  to  receive,  as  com- 
pensation, 5  per  cent,  upon  the  premiums  collected.  While  this 
commission  seems  large,  it  should  be  remembered  that  there  was 
then  practically  no  business  and  that  it  had  to  be  created. 

Q.  Pardon  me  a  moment.  Does  that  mean  five  per  cent,  on 
all  premiums,  first  and  renewals  ?  A.  Yes,  sir.  It  was  so  uncer- 
tain whether  the  foreign  business  could  be  developed  by  an 
American  company,  that  I  retained  my  connection  with  the  New 
York  agency  and  paid  my  commissions  as  Superintendent  into 
the  firm  of  Charles  H.  Raymond,  thus  making  the  Foreign  De- 
partment virtually  a  part,  for  the  time  being,  of  the  New  York 
agency.  How  difficult  the  creation  of  new'  business  was  may 
be  judged  by  the  fact  that  during  the  first  year  only  $17,190  was 
collected  in  premiums,  upon  which  my  entire  compensation  for 
establishing  agencies  in  different  countries  was  only  $859.50. 
Agencies  were  gradually  established  in  the  following  order: 
Mexico,  Hamburg,  Chili,  Peru,  Bavaria,  Berlin,  Australia, 
Porto  Rico,   Great  Britain,  Belgium,  Denmark  and  Norway, 
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Italy,  Austria,  Hungary,  South  Africa,  Holland,  Spain,  Swe- 
den, the  Levant  and  Japan. 

I  submit,  for  the  information  of  your  Committee,  a  state- 
ment by  years,  showing  new  premiums,  total  premiums,  new 
insurance  established,  insurance  in  force,  death  claims  paid,  and 
the  percentage  cost,  and  shall  be  pleased  to  furnish  your  Com- 
mittee with  any  other  details  that  you  may  desire. 

Q.  Have  you  the  statement  here?  A.  The  statement  is  here, 
sir. 

Q.  And  we  will  put  that  in  evidence  at  this  moment  in  con- 
nection with  your  statement. 

(Marked  Exhibit  253.) 

MR.  HUGHES :  From  this  it  appears  that  the  new  premiums 
at  the  end  of  1886  amounted  to  $17,190.02;  that  the  total  prem- 
iums for  the  year  amounted  to  $17,425.68;  that  in  1890  there 
was  an  increase  in  new  premiums  of  $628,991.94,  and  net  total 
premiums  received  $1,396,108.92.  In  1895  the  new  premiums 
amounted  to  $1,051,427.85  and  the  total  premiums  to 
$4,846,547.64. 

In  1900  the  new  premiums  amounted  to  $1,305,540.81  and  the 
total  premiums  to  $7,920,573.09.     In  1903,  the  last  year  given 

Q.  Where  is  1904?  A.  1903  was  my  last  connection  with  the 
Foreign  Department. 

MR.  HUGHES :  I  see.  1903  the  new  premiums  amounted 
to  $1,789,225.48,  and  the  total  premiums  to  $10,579,695.56. 

•  It  also  appears    that    the    insurance    in    force    in    1886    was 
$646,771  and  in  1903  $254,494,390;  that  the  death  claims  paid 
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were  $19,909.60  in  1887  and  $2,532,668.90  in  1903 ;  that  the  cost 
in  percentage  in  total  outlay . 

Q.  I  assume  that  means  total  outlay  in  the  Foreign  Depart- 
ment ?  A.  For  all  expenses  of  the  foreign  business  in  New  York 
as  well  as  abroad.  That  is,  to  say,  clerk  hire,  rent  here  in  New 
York^ — everything. 

Q.  That  is  pertinent  to  that  business?  A.  Pertinent  to  the 
foreign  business. 

MR.  HUGHES :  That  the  cost  in  percentage  of  outlay  to  total 
income  in  1886  was  $233.73  per  cent.,  reduced  to  87.24  per  cent, 
in  1887  and  coming  down  to  50.30  per  cent,  in  1900,  31.96  per 
cent,  in  1895,  30.30  in  1900  and  27.31  per  cent,  in  1903,  there 
being  two  years  Igwer  than  1903,  to  wit,  1901,  when  the  per- 
centage was  26.71  and  27.15  in  1902. 

(Exhibit  253  will  be  found  in  the  book  of  exhibits.) 

Q.  Proceed  with  your  statement,  please,  Mr.  McCurdy.  A.  At 
the  end  of  the  year  1888  my  commissions  from  the  foreign  busi- 
ness amounted  to  $23,522.61. 

Q.  You  mean  for  that  year?  A.  For  that  year,  yes,  sir.  At 
my  own  suggestion  and  request  this  was  reduced  from  5  per  cent 
on  all  premiums,  which  included  renewals,  to  5  per  cent  on  first 
year's  premiums,  3  per  cent  on  renewals,  and  2%  per  cent  on 
annuities.  I  may  see  here,  as  explaining  this  reduction  as  well  as 
the  future  reductions  to  which  I  shall  refer,  that  while  the  com- 
pany has  the  right  at  any  time  to  terminate  my  contract  as  to  all 
future  policies,  I  had  fixed  contract  rights  in  all  business  there- 
tofore placed,  and  I  was  legally  therefore  entitled  to  5  per 
cent,  upon  all  future  premiums  on  business  established  from 
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1886  to  1889,  which  in  the  future  would  have  amounted  to  a 
considerable  sum. 

Q.  Do  I  understand  that  you  relinquished  that  contract  right, 
or  that  it  continued  ?  A.  I  am  coming  to  that,  sir.  I  relinquished 
it.  But  at  my  own  suggestion  the  reduction  to  which  I  have 
referred  was  made  retroactive  and  applied  to  premiums  upon  past 
policies  as  well  as  those  to  be  secured  in  the  future. 

My  income  in  the  year  1889  amounted  to  $42,456.41.  On  April 
18,  1890,  I  again  requested  a  reduction  as  from  the  first  of 
January  of  that  year,  to  2%  per  cent  on  first  year's  premiums,  on 
renewals  2  per  cent  for  five  subsequent  years  only  and  i  per  cent 
for  five  years  thereafter;  and  as  to  past  contracts,  as  to  which 
my  rights  were  fixed,  I  suggested  that  the  renewal  premiums 
which  had  previously  drawn  3  per  cent  commissions  should  there- 
after draw  but  2  per  cent  until  the  expiration  of  the  fifth  year,  and 
thereafter  for  five  more  years  at  the  rate  of  i  per  cent  only.  This 
rate  of  compensation  contintied  for  two  years.  At  the  end  of  that 
period  the  business  had  grown  so  that  in  the  year  1891  my  com- 
missions amounted  to  $51,626.07.  I  then  addressed  a  letter  to 
ihe  president  of  the  company,  in  which  I  said: 

"In  view  of  the  rapid  increase  in  the  amount  of  the  business, 
and  especially  of  the  renewal  premiums,  and  the  fact  that  the 
present  arrangement  is  a  very  complex  and  difficult  one  to  properly 
check  and  audit,  and  furthermore  in  view  of  the  fact  that  during 
1890  the  renewals  to  the  general  agents  in  the  United  States  were 
reduced  from  ten  to  six  years,  it  is  hereby  suggested  that  the 
terms  of  the  above  described  arrangement  be  reduced  to  the 
following,  viz. : 

For  the  year   1892: 

A  commission  on  first  year's  premiums  of  2l/^,  per  cent. 

A  commission  on  all  renewal  premiums  of  i  per  cent. 

A  commission  on  single  payment  life  or  endowment,  i  per  cent. 

A  commission  on  single  payment  annuities,  i  per  cent." 
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The  business  continued  to  grow  throughout  the  world  be- 
yond any  anticipation;  and  on  May  28,  1897,  I  addressed  a 
letter  to  the  President  of  the  Company,  in  which  I  again 
suggested  the  propriety  of  a  further  reduction  in  my  rates  of 
commission : 

That  letter  was  as  follows :  "In  view  of  the  continued  increase 
of  the  insurance ." 

Q.  Pardon  me  a  moment.  Will  you  state  what  your  income 
was  while  this  last  arrangement  was  in  force  from  1892  to  1897? 

MR.  BECK :     That  is  a  part  of  the  statement. 

Q.  You  have  a  complete  statement?  A.  I  have  a  complete 
statement. 

Q.  Then  we  will  put  that  in  when  you  get  through  with  the 
part  you  are  now  stating.  A.  The  last  letter  which  I  wrote  to 
the  president  on  May  28,  1897,  was  as  follows: 

"In  view  of  the  continued  increase  of  the  insurance  in  foreign 
countries,  I  now  suggest  that  the  commission  paid  me  on  first 
year's  premiums  be  further  reduced  from  2%  per  cent,  to  i  per 
cent." 

This  reduction,  approved  by  the  vice-president,  general  man- 
ager and  auditor  of  the  company,  established  a  commission  of 
I  per  cent,  on  first  year's  premiums,  with  a  renewal  commission 
of  I  per  cent,  on  six  subsequent  premiums. 

On  December  26,  1900,  I  wrote  the  following  letter  to  the  then 
General  Manager  of  the  Company  and  suggested  in  view  of 
the  great  growth  of  the  Company's  foreign  business,  that  a  fur- 
ther reduction  should  be  made. 

At  present  my  contract  with  The  Mutual  Life  Insurance  Com- 
pany of  New  York,  as  Superintendent  of  the  Foreign  Depart- 
ment, provides  for  a  commission  of  one  per  cent,  upon  all  life 
insurance  premiums  and  annuities  issued  through  the  Foreign 
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Department,  and  in  the  event  of  my  death,  resignation  or  removal 
from  oiEce  the  Company  is  to  pay  me,  my  executors  or  assigns 
a  renewal  commission  of  one  per  cent,  during  seven  subsequent 
years  on  all  the  premiums  collected  upon  insurance  in  force  at 
the  time  of  such  death,  resignation  or  removal. 

Following  previous  precedent,  I  now  suggest,  in  view  of  the 
continued  growth  of  the  foreign  business,  that  hereafter,  be- 
ginning with  the  accounts  for  January,  1901,  my  commission 
on  first  year's  premiums  be  suppressed,  but  that  in  other  respects 
my  contract  as  above  recited  be  continued." 

On  June  2,  1903,  I  tendered  my  resignation  as  Superintendent 
of  the  Foreign  Department,  and  on  June  12th  was  elected  Gen- 
eral Manager  of  the  Company  at  an  annual  salary  of  $20,000, 
which  was  increased  on  July  i,  1904,  to  my  present  salary,  which 
is  $30,000  per  year. 

I  repeat  that  all  of  these  reductions  were  made  at  my  own  in- 
stance, and  because  I  deemed  them  fair,  in  view  of  the  unex- 
pected growth  of  the  foreign  business  of  the  Company.  All  were 
retroactive  and  affected  insurance  placed  prior  to  such  reduc- 
tions, respectively,  and  as  the  Company  had  no  power  to  reduce 
my  interest  in  such  commissions,  my  voluntary  surrender  of 
them  saved  the  Company  many  thousands  of  dollars. 

It  is  true  that  at  the  date  of  my  election  as  General  Manager,  in 
addition  to  my  salary  I  had  the  commissions  last  referred  to  of 
I  per  cent,  on  seven  renewal  premiums  only,  upon  all  foreign 
policies  placed  during  my  superintendency  of  the  Foreign  De^ 
partment.  But  these  are  constantly  decreasing  owing  to  lapse, 
surrender  or  death,  and  the  last  of  them  will  cease  in  the  year 
1910.  In  accepting  a  salaried  position  in  lieu  of  my  commissions 
•on  future  new  business,  I  will  ultimately  have  substituted  for  a 
large  income  a  relatively  small  salary.  Let  me  add  that  this  is 
the  onh'  salary  that  I  receive  from  the  Mutual  Life  Insurance 
Company  or  from  any  other  company. 


1570 


Testimony  of  Robert  H.  McCurdy 

I  am  aware,  nothwithstanding  the  reduction  from  time  to 
time  in  the  rate  of  commissions,  that  through  the  remarkable  and 
unexpected  growth  of  the  business  of  the  Foreign  Department 
my  commissions  have  reached  a  large  sum,  but  the  Committee 
should  remember  that  they  are  commissions  on  a  business  which 
had  no  existence  before  I  organized  the  Foreign  Department,  and 
that  my  duties  as  Superintendent  were  both  onerous  and  respon- 
sible. I  not  only  had  to  supervise  the  establishment  of  agencies 
in  many  parts  of  the  world  but  also  the  preparation  of  the  various 
contracts  in  different  languages  and  the  creation  of  a  financial 
system  whereby  the  company  could  carry  out  its  contracts  in 
different  currencies  and  in  all  parts  of  the  world  at  the  minimum 
of  expense.  I  developed  the  business  in  each  country  on  differ- 
ent lines,  after  a  careful  study  of  local  conditions,  and  this  re- 
quired repeated  visits  to  the  more  important  agencies  in  foreign 
countries.  As  a  result  of  eighteen  years'  wOrk,  the  business  has 
grown  to  such  an  extent  that  the  premiums  received  from  for- 
eign agencies  in  1903  amounted  to  $10,579,695;  and  from  the 
inception  of  the  department  to  the  end  of  1903  the  total  premium 
income  was  $82,271,466,  and  the  insurance  in  force  aggregated 
$254,494,390. 

As  an  evidence  of  stability,  we  have  from  time  to  time  bought 
real  estate  or  erected  buildings  in  Berlin,  Paris,  London,  Sydney, 
Cape  Town  and  Mexico.  While  the  expenses  of  this  depart- 
ment have  been  necessarily  large,  yet  they  have  all  been  paid 
for  out  of  the  proceeds  of  the  Foreign  Department,  with  the 
exception  of  about  $57,000,  which  in  the  first  two  or  three  3'ears 
of  the  foreign  department  was  advanced  by  the  company,  to 
start  its  business. 

With  this  exception,  the  entire  losses  and  expenses,  including 
those  in  New  York,  of  the  foreign  business,  have  been  met  by  its 
own  receipts. 

Moreover,  the  ratio  of  expense  to  total  receipts  has  steadily 
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decreased,  until  in  the  year  1903  it  was  27  per  cent,  which  is 
not  higher  than  a  Hke  ratio  upon  the  company's  insurance  in 
this  country. 

I  beheve  that  the  accounts  of  the  Foreign  Department,  which, 
as  stated,  are  kept  separately  from  the  other  business  of  the  Com- 
pany, and  which  are  open  to  your  inspection,  are  not  surpassed  in 
accuracy  and  completeness  by  any  accounts  in  any  business. 

I  have  made  this  somewhat  lengthy  statement,  not  only  to  save 
the  time  of  the  Committee,  but  because  of  an  impression  which  is 
said  to  prevail  that  the  foreign  business  of  the  Company  is  a  rela- 
tively heavy  burden  to  its  finances,  and  that  I  have  unduly  pro- 
fited by  such  business.  Had  I  stood  upon  my  contract  rights  as 
to  commissions,  which  the  Company  could  not  modify,  I  would 
have  received  very  much  larger  sums ;  but  my  earnest  purpose  to 
keep  my  personal  return  from  a  business  which  I  had  largely 
created,  a  reasonable  amount,  is  best  manifested  by  the  facts 
which  I  have  stated  and  which  are  submitted  for  the  fair  con- 
sideration of  the  Committee. 

I  would  like  to  present  to  you,  Mr.  Hughes,  a  full  record  of  the 
foreign  department  in  1886  to  1904  inclusive. 

MR.  HUGHES :  I  offer  this  record  in  evidence. 

(Admitted  and  marked  Exhibit  254,  and  will  be  found  in  the 
book  of  exhibits.) 

Q.  When  were  you  born,  Mr.  McCurdy?  A.  The  26th  of 
May,  1859. 

Q.  And  when  did  you  graduate  from  college?  A.  Graduated 
in  the  spring  of  1881. 

Q.  And  what  did  you  do  then?  A.  After  I  graduated  I  went 
to  Europe  and  traveled  until  November  or  December,  when  I  re- 
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turned  and  entered  the  office  of  Mr.  Charles  H.  Raymond's 
general  agency. 

O.  Did  i\Ir.  Charles  H.  Raymond,  prior  to  that  time  have  a 
partner?     A.  He  had.     He  had  none  at  that  time. 

Q.  For  how  long  had  be  been  without  a  partner?  A.  I  can't 
say.     It  was  several  years. 

Q.  You  were  with  him  for  a  year  as  junior  clerk,  then  in  1882 
you  entered  the  firm  on  the  basis  of  a  division,  three-quarters  to 
Mr.  Raymond  and  one-quarter  to  you  of  the  net  profits  ?  A.  Yes, 
sir. 

O.  What  was  Mr.  Raymond's  contract  with  the  company  at 
that  time?  A.  I  can't  give  you  all 

O.  I  mean  Mr.  Raymond — I  mean  the  firm  as  so  constituted. 
A.  Yes.  I  can't  give  you  the  rate  of  commissions  that  he  re- 
ceived, because  I  have  forgotten  them  long  ago. 

Q.  I  suppose  you  have  that  contract? 

MR.  BECK:  Mr.  Hughes,  I  think  I  can  give  it  to  you.  I 
thought  Mr.  Bell  was  here  with  all  those  original  contracts.  We 
will  submit  the  original  contract.  This  (handing  paper  to  Mr. 
Hughes)  only  goes  back  as  far  as  1888. 

Q.  A  statement  is  produced  here  of  the  commission  which  I 
understand  were  payable  to  C.  H.  Ra3'mond  &  Co.  from  1888  to 
1903  inclusive.  Are  .you  able  to  state  whether  prior  to  1888  and 
from  1882  there  was  any  different  rate  of  commission  paid,  or 
may  we  assume  that  to  be  complete?  A.  A  different  rate  of 
commission  ? 

Q.  Yes,  either  more  or  less.  A.  It  is  my  impression  that  the 
rates  of  commission  were  about  the  same  from  1881  to  1888. 

Q.  And  from  1888  on  were  they  the  same  as  they  had  been 
previously?     A.  They  apparently  in  1891   were  increased. 

Q.  Well,  we  get  the  original  figures  which  will  be  more  satis- 
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factory.  I  understand  that  this  statement  now  furnished  me  is  a 
correct  statement  of  the  commissions  of  that  firm  from  1888  to 
1903.  A.  I  haven't  seen  the  statement  before,  sir,  but  I  presume 
it  is ;  it  is  made  by  the  bookkeeper. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  255  and  will  be  found  in  the  Book  of  Ex- 
hibits.) 

Q.  At  the  time  that  you  went  in  with  Mr.  Raymond  was  a  new 
contract  made  with  the  firm  of  C.  H.  Raymond  &  Company  ?  A. 
The  contract  with  the  company  was  renewed. 

O.  Every  year  ?    A.  Every  year. 

Q.  Did  that  continue  to  be?  Was  it  a  contract  only  for  one 
year?    A.  With  the  company? 

O.  Yes.     A.  Yes,  sir. 

Q.  And  that  has  always  been  the  case?  A.  I  believe  it  has. 
There  may  have  been  some  exceptions,  but  that  is  the  custom. 

O.  Now,  what  was  your  income  during  the  years  1882  to  1886 
as  a  member  of  the  firm  of  C.  H.  Raymond  &  Company?  A.  I 
haven't  been  able  to  find  any  record  of  that,  Mr.  Hughes.  In 
fact,  I  have  asked  the  cashier  of  the  agency  to  furnish  me  those 
figures  and  he  tells  me  that  back  of  1888  he  can  find  no  records. 

Q.  Well,  I  presume  you  can  give  it  to  me  approximately?  A. 
It  is  difficult  for  me  at  this  length  of  time  to  say.  During  the 
first — from  1886  to  1888,  you  say? 

Q.  No.  You  became  a  member  of  the  firm  in  1882,  I  believe? 
A.  1882.  I  really  can't  give  you  any  approximate  amount  without 
— I  can  find, my  old  check  books  and  so  on. 

Q.  I  suppose  Mr.  Raymond's  business  as  Metropolitan  agent 
was  pretty  well  established  at  that  time?  A.  It  was  a  pretty 
good  business  for  those  da3'S,  yes. 


tS74 


Testimony  of  Robert  H.  McCurdy 

Q.  He  had  been  alone  or  with  partners  Metropolitan  agent  for 
a  number  of  years,  had  he  not?    A.  He  had. 

Q.  You  have  already  stated  that  your  income  in  1889,  as  I 
understood  you  to  say,  was  about  $42,000  from  C.  H.  Raymond 
&  Company,  is  that  right?  A.  I  think  that  was  from  the  foreign 
business. 

Q.  Not  from  the  foreign  business.  Now,  does  it  come  to  your 
mind  whether  before  the  foreign  business  grew  to  any  large  pro- 
portions }'0ur  income  had  been  about  the  same  from  the  firm  of 
C.  H.  Raymond  &  Company  ?  A.  I  really  can't  recall  what  it  was. 
Q.  W'ell,  you  came  out  of  colleg'e  and  you  went  in  as  a  clerk 
at  a  thousand  dollars  a  year,  and  I  suppose  the  next  year  or  a  year 
or  two  afterward  you  got  a  good  deal  more  as  a  partner?  A. 
The  first  year  I  didn't  because  in  1883  I  had  no  business  under 
that — the  copartnership  had  renewed.  I  had  only  what  profits 
were  made  on  the  first  year's  business,  which  were  small.  After 
that,  as  the  renewal  commissions  were  paid,  I  naturally  received 
one-fourth,  so  as  the  years  went  on  that  income  increased. 

Q.  Well,  have  you  no  recollection  of  about  the  amount  that 
you  receiA-ed?     A.  I  think  not,  Mr.  Hughes. 

Q.  You  don't  know  whether  it  was  as  much  as  $10,000? 
A.  During  what  years? 

Q.  A^'■ell,  take  1884?  A.  1884,  that  was— I  don't  think  it 
was  $10,000,  in  fact,  I  should  be  quite  positive  that  during 
1884  that  was  not  worth  $10,000. 

O.  Well,  when  do  you  think  it  reached  as  much  at  $10,000? 
A.  After  possibly  six  or  seven  years.  I  should  think — five 
or  six  years.  It  is  impossible  for  me  to  say  with  any  ac- 
curacy. 

Q.  The  business  of  establishing,  or  rather,  the  project  of 
establishing,  a  business  abroad  was  under  consideration  for 
^ome  time?     A.  I  don't  know,  sir,  how  long. 
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Q.  Who  brought  it  first  to  your  attention  ?  A.  The  Presi- 
dent of  the  Company. 

Q.  It  was  thought  to  be  a  good  opening  for  the  company? 
A.  It  was. 

Q.  Any  calculations  made  as  to  the  prospective  profits? 
A.  In  a  general  way  we  knew  that  the  New  York  Life  and 
the  Equitable  had  been  doing  a  foreign  business  for  a  number 
of  years.  I  had  made  some  inquiries  into  the  business  of 
European  companies  previous  to  that  in  England,  in  Holland, 
I  recollect,  and  in  France. 

Q.  Was  the  contract  that  was  made  with  you  a  contract 
for  a  term  of  years  ?  A.  No,  sir ;  it  was  at  the  pleasure  of  the 
company. 

Q.  The  contract  rights  that  you  speak  of,  were  rights  in 
business  that  was  written  during  the  tirfie  that  the  company 
permitted  the  contract  to  continue?  A.  During  that  time 
and  the  subsequent  renewal  premiums,  which  would  have 
borne  that  rate  of  compensation. 

O.  When  you  spoke  of  your  contract  rights  that  you  re- 
linquished, you  had  reference,  I  understood,  to  rights  in  the 
renewal  premiums  paid  upon  business  that  had  been  written 
while  your  contract  at  the  former  rate  was  in  force?     A.  Yes. 

Q.  You  started,  as  I  understand  it,  with  five  per  cent,  on 
the  first  premiums  and  that  continued  until  1890.  Without 
going  over  the  various  reductions,  to  which  you  have  tes- 
tified, can  you  present  a  statement  which  will  show  just 
what  was  received  by  you  from  the  foreign  business  during 
these   years?    A.  Yes,   sir. 

MR.  HUGHES :     I  oifer  it  in  evidence. 

(Marked  Exhibit  256  and  read  by  Mr.  Hughes.) 
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Q.  Now,  are  all  those  moneys  issued  out  of  the  foreign 
business  under  your  contract  with  the  company  as  made  from 
time  to  time,  payable  to  you?    A.  Yes,  sir. 

Q.  Did  you  receive  those  moneys  yourself?  A.  These 
sums? 

Q.  Yes.     A.  Yes,  sir. 

Q.  Now,  having  received  these  profits,  there  was  a  time — I 
mean  by  profits  these  sums  according  to  your  contract  re- 
lating to  the  foreign  business — there  was  a  time  when  you 
paid  them  over  to  the  firm  of  C.  H.  Raymond  &  Company? 
A.  I  paid  one-half  to  Mr.  Raymond,  one-half  of  the  receipts 
which  I  got  from  the  foreign  business. 

Q.  Then  the  amounts  did  not  go  into  the  firm  to  be  dis- 
tributed, but  as  you  got  the  moneys  from  the  company  on  the 
bond  business  you  paid  Mr.  Raymond  one-half?  A.  One- 
half. 

THE  CHAIRMAN :  Mr.  Hughes,  we'  will  have  to  adjourn 
for  lunch. 

MR.  HUGHES :  Mr.  Beck  suggests  that  we  get  one  item 
on  the  record  before  we  adjourn. 

Q.  During  what  years  was  Mr.  Raymond  paid  by  you  one- 
half  of  the  amount  that  you  received  on  the  foreign  business : 
A.  From  1886  to  1892.     That  was  six  years. 

THE  CHAIRMAN:  We  will  take  a  recess  until  2.15 
o'clock. 
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WARREN   F.  THUMMEL,  resumed. 
BY  MR.  HUGHES : 

Q.  You  have  stated  to  me  that  you  desire  to  add  something  to 
the  testimony  that  you  have  given?  A.  Yes,  sir.  I  desire  to  say 
two  things.  One  is  that  I  was  asked  this  morning  in  regard  to 
visiting  legislatures.  I  want  to  say  that  I  have  met  a  great  mem- 
bers of  various  legislatures  in  the  past  year.  I  know  a  good  many 
of  them,  and  in  no  instance  in  talking  with  them  has  any  one  of 
them  ever  made  any  suggestion  to  me  in  relation  to  any  money 
or  any  other  consideration  to  go  to  them.  I  wanted  to  make  that 
statement  in  justice  to  the  members  as  well  as  in  justice  to  myself. 
I  also  want  to  make  this  statement.  In  recalling  my  testimony  of 
this  morning  I  find  I  have  omitted  an  explanation  that  I  had  in- 
tended to  make.  I  did  not  mean  to  be  understood  as  saying  that 
Mr.  Granniss  had  charge  of  leg'islative  matters.  All  such  matters 
were  in  charge  of  the  general  solicitor.  The  matters  were  dis- 
cussed and  authorized  by  him  and  if  mattters  of  expenditure  were 
submitted  for  approval,  for  payment  to  any  executive  officer  most 
convenient.  Matters  of  policy,  the  matters  pertaining  to  the  good 
or  evil  effect  of  proposed  legislation,  was  what  I  had  in  miad  in 
answering  questions  referring  to  Mr.  Granniss.  The  general 
solicitor  had  full  charge  of  all  matters  I  have  had  connection  with 
and  all  matters  pertaining  to  legislation. 

Q.  Who  was  the  general  solicitor?    A.  Mr.  Short. 

Q.  He  died  some  time  ago?    A.  Yes. 

Q.  How  long  had  he  been  general  solicitor?  A.  Well,  before 
my  time. 
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MR.  HUGHES :  Mr.  McCurdy,  will  you  resume  the  stand. 
ROBERT  AIcCURDY,  resumed. 
BY  MR.  HUGHES : 

Q.  I  think  you  said  that  for  seven  years  what  you  received 
from  the  foreign  business  to  the  amount  you  have  stated  was 
paid  over  to  C.  H.  Raymond  &  Company,  I  mean  to  say  one- 
half  that  you  received  was  paid  to  C.  H.  Raymond?    A.  Yes. 

O.  During  what  years  did  that  take  place?  A.  That  was  from 
1886  until  1892  if  I  recall  right. 

Q.  And  during  those  years  did  you  receive  in  addition  to  the 
one-half  of  the  amounts  paid  to  you  upon  the  foreign  business 
a  share  of  the  profits  of  C.  H.  Raymond  &  Company?    A.  I  did. 

Q.  And  what  was  the  amount  that  you  received  in  that  way? 
A.  That  I  am  not  able  to  say,  until  1888. 

Q.  Well,  commencing'  with  1888?  A.  I  think  you  have  the 
statement  before  you.    I  have  not  it. 

Q.  Of  your  receipts?     A.  No,  sir,  of  the  commissions. 

Q.  That  is  the  rate  of  commission,  but  I  mean  the  amount  you 
personally  got  ?    A.  Mr.  Bell,  is  he  here  ? 

MR.  BECK :  I  sent  Mr.  Bell  to  my  office  for  a  few  minutes. 

THE  WITNESS :  Does  Mr.  Vesey  know?  Can  you  give  me 
that  information,  if  I  received  any  commissions? 

MR.  VESEY:  No. 

THE  WITNESS :  Mr.  Bell  has  that  information. 

Q.  And  he  will  return  shortly?    A.  Yes. 
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MR.  BECK :  I  think  I  have  it  here. 

THE  WITNESS :  I  think  we  had  better  wait  until  Mr.  Bell 
comes. 

MR.  BECK :  Mr.  Bell  went  to  my  office.  Just  ask  some  other 
question  and  I  will  have  it  for  you  in  ten  minutes. 

Q.  Then,  from  1892  on  you  did  not  pay  any  portion  of  the 
sums  you  received  on  the  foreign  business  over  to  C.  H.  Raymond 
&  Company,  or  to  C.  H.  Raymond  ?  A.  Yes,  I  paid  him  his  half 
interest  in  the  renewal  of  that  business. 

Q.  How  much  did  you  pay  him  in  dollars  and  cents?  A.  I 
cannot  say. 

Q.  You  have  a  statement  of  that,  I  suppose  ?  A.  I  can  get  you 
that  statement. 

Q.  How  long  was  it  that  you  paid  him  one-half  of  the  renewal  ? 
A.  One-half  of  the  renewal.  It  was  during  six  years, 
that  is  to  say,  the  continuation  of  his  interest,  his  half  interest. 

Q.  Oh,  a  half  interest  on  the  renewals  of  the  business  which  had 
been  written  prior  to  1893?     A.  That  is  right. 

Q.  And  that  was  until  the  termination  of  your  interest  in  those 
renewals  out  of  which  the  one-half  was  paid?    A.  Yes. 

Q.  But  so  far  as  business  written  after  the  year  1892  is  con- 
cerned did  you  pay  him  any  amount  out  of  the  sums  coming  to 
you?    A.  No,  sir. 

Q.  Did  you  after  1892  receive  any  interest  in  the  profits  of  C. 
H.  Raymond  &  Company  ?  A.  Only  the  collection  of  the  renewal 
commissions  to  which  I  was  entitled  on  business  done  prior  to 
1892. 

Q.  Have  you  a  statement  of  the  amount  you  so  received? 
A.  No. 

Q.  You  can  easily  get  that  for  me?    A.  Yes. 
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Q.  Those  renewals  on  which  you  paid  Mr.  Raymond  terminated 
then  in  1897?  •^-  Within  six  years,  they  carried  through  1897,  I 
think. 

Q.  And  from  that  time  you  have  paid  over  none  of  the  amounts 
you  have  received  from  the  foreign  business  to  Mr.  Raymond  or 
to  the  firm?    A.  No. 

Q.  Have  you  paid  over  to  any  person  whatever,  aside  from  Mr. 
Raymond  or  the  firm,  any  portion  of  the  moneys  received  by  you 
upon  the  foreign  business?    A.  No. 

Q.  You  have  kept  them  all  for  your  own  use?    A.  Yes. 

Q.  And  when  was  it  you  said  you  were  first  put  upon  a  salary?  , 
A.  July  1st,  1903. 

Q.  And  in  1903  you  got  $15,000  for  the  six  months — or  $10,- 
000  for  the  six  months?    A.    $10,000. 

Q.  Making  the  entire  amount  you  received  from  the  Mutual 
Life  Insurance  Company  $109,175.99  for  the  year  1903?  A.  In- 
cluding the  renewal  commissions  which  I  was  entitled  to  un- 
der my  contract. 

Q.  Did  you  receive  moneys  from  any  other  source  than  the 
foreign  business  to  the  extent  that  you  have  stated  and  your 
salary?     A.  No,  sir. 

Q.  From  1898  have  you  received  any  moneys  from  C.  H. 
Raymond  &  Company  ?  A.  No,  sir ;  that  is  to  say,  no  moneys 
of  any  amount.  Some  deferred  premiums,  some  few  policies 
that  might  have  been  reinstated,  amounting  to  a  few  hundred 
dollars. 

Q.  In  1904  you  received  for  the  first  half  of  the  year  $10,000, 
for  the  last  half  of  the  year  $15,000,  as  salary,  and  $9,531-79 
from  the  foreign  business.  That  was  all  that  you  had  from 
the  company?    A.  Yes. 

Q.  I  see  you  say  here  to  August  31,  1905,  from  the  foreign 
business,  $62,573.70.     What   do  you   estimate   your   receipts 
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will  be  for  the  entire  year  from  the  foreign  business  ?  A.  May 
I  look  at  that  statement  a  moment? 

Q.  Yes    (handing  paper).     A.  I  should  say  about  $80,000. 

Q.  Which  will  make  your  receipts,  including  your  salary 
for  this  year,  about  $110,000?     A.  Yes. 

O.  When  did  Mr.  Thebaud  become  a  member  of  C.  H.  Ray- 
mond  &   Company?     A.  In    1892   or  beginning  of    1903. 

Q.  What  is  his  age?  A.  He  is  practically  the  same  age 
as  myself,  within  a  few  months. 

Q.  About  forty-five?     A.  About  forty-six. 

Q.  Had  he  been  connected  with  the  company  prior  to  1892? 
A.  He  had;  yes. 

Q.  Is  he  a  connection  of  yours?  A.  He  is  a  brother-in- 
law. 

Q.  He  married  your  sister?     A.  Yes. 

Q.  And  when  did  he  first  become  connected  with  the  com- 
pany?    A.  In  1897,  I  should  say. 

Q.  In  what  capacity?  A.  In  the  office  of  the  general  agent 
for  the  State  of  New  Jersey  in  Newark. 

Q.  How  long  did  he  remain  there?  A.  He  was  there.  1 
should  think,  five  or  six  years. 

O.  Went  from  there  to  C.  H.  Raymond  &  Company?  A. 
No,  he  was  in  charge  of  a  department,  an  agency  department 
of  the  company  known  as  the  executive  special  agency. 

Q.  What  was  that?  A.  That  was  a  corps  of  agents  who 
had  no  specified  territory  but  who  went  about  the  country 
soliciting  principally  large  risks.  They  were  practically 
traveling  special  agents. 

Q.  To  deal  with  important  men  from  whom  large  business 
could  be  obtained?    A.  Yes. 

Q.  What  commission  did  hr  get  upon  such  business?  A.  I 
don't  know,  sir.  I  was  not  an  officer  of  the  company  at  that 
time. 
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Q.  How  long  was  he  engaged  in  that  work?  A.  Until  about 
1893,  when  he  went  into  Mr.  Raymond's  office. 

Q.  And  what  interest  did  he  have  in  C.  H.  Raymond  & 
Company  when  he  went  in  there,  or  did  he  have  any?  A.  I 
don't  know. 

Q.  Well,  you  were  a  member  of  the  firm,  but  not  at  that 
time?    A.  Not  at  that  time. 

Q.  So  when  you  left  the  firm  he  went  in  ?     A.  Yes. 

Q.  Did  he  take  the  same  interest  in  the  firm  that  you  had 
previously  had?    A.  I  don't  know  what  his  interest  was. 

MR.  BECK:  He  had  a  one-fourth  interest  if  you  want  the 
fact. 

Q.  One-fourth,  I  am  informed  of  the  profits  of  C.  H.  Ray- 
mond &  Company.  And  are  you  able  to  state  whether  this 
interest  has  changed  since  then? 

MR.  BECK:     To  a  half  and  three-quarters. 

MR.  HUGHES:     When  did  it  become  a  half? 

MR.  BECK :     I  cannot  say.     His  partner  is  here. 

CHARLES  H.  RAYMOND,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Raymond,  what  is  your  age  ?  A.  I  am  nearly  seventy- 
two  years  old,  sir. 

Q.  When  did  you  first  become  connected  with  the  Mutual 
Life  Insurance  Company?  A.  In  1873;  that  was  thirty-two 
years  ago. 
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0.  In  what  capacity?  A.  I  entered  into  partnership  with 
the  then  general  agent,  John  A.  Little. 

Q.  For  what  district?  A.  For  what  is  known  as  the  Met- 
ropolitan District,  covering  this  city  and  some  adjacent  coun- 
ties. 

Q.  And  what  was  the  name  of  the  firm?  A.  The  style  of 
the  firm  was  Little  &  Raymond. 

O.  And  did  it  have  charge  of  the  entire  business  in  the 
Metropolitan  District?  A.  They  had  not.  There  was  one 
other  agent  here  at  the  time  who  had  been  appointed  in  some 
previous  year  before  the  general  agency  was  established,  and 
he  continued  to  act  as  an  independent  agent. 

Q.  Who  was  he?     A.  His  name  was  Brown. 

Q.  How  long  did  he  continue  to  act  as  an  independent 
agent?  A.  I  don't  remember,  sir.  He  continued  until  his 
death. 

Q.  When  was  that  about?  A.  I  do  not  remember,  Mr. 
Hughes. 

Q.  But  apart  from  his  action  independently  the  firm  of 
Little  &  Company  represented  the  Metropolitan  district?  A. 
We  had  charge,  sir,  of  the  agents  in  this  department. 

Q.  How  long  did  that  firm  continue  in  business?  A.  The 
organization  was  established  for  five  years.  Mr.  Little  was 
the  general  agent  and  his  name  was  the  name  of  the  senior 
partner  in  the  firm,  as  I  have  stated.  Two  years  from  that 
time  we  changed  the  firm,  because  I  was  made  general  agent 
of  the  company  in  his  place,  he  resigning,  and  I  took  then  the 
name  of  Charles  H.  Raymond,  general  agent,  and  carried  on 
the  co-partnership  in  that  name. 

Q.  Well,  he  was  still  your  partner?  A.  He  was  still  my 
partner. 

Q.  And  how  long  did  that  continue?  A.  That  continued, 
with  certain  renewals  of  the  articles,  until   1883. 
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Q.  Well,  until  the  time  that  Mr.  R.  H.  McCurdy  became  your 
manager?     A.  Exactly. 

Q.  Did  Mr.  Little  remain  in  partnership — during  all  that 
period?    A.     He  did. 

Q.  Then  he  retired,  and  the  only  other  member  of  the  firm 
beside  yourself  was  Mr.  R.  H.  McCurdy  ?    A.  That  is  true. 

Q.  I  have  been  shown  here  a  statement  of  the  rate  of  commis- 
sion that  was  paid  to  C.  H.  Raymond  &  Company  during  some  of 
these  years,  which  show  that  in  1888  the  commissions  paid  to  C. 
H.  Raymond  &  Company  upon  the  first  year's  commissions  was 
45  per  cent  to  65  per  cent?    A.  A  graded  commission,  yes,  sir. 

Q.  You  recall  that.  Can  you  tell  me  how  it  was  graded,  upon 
what  business  65  per  cent  was  paid?  A.  65  per  cent  was  paid 
upon  policies  having  longer  terms  of  deferred  premiums.  I  think 
at  that  time  that  was  done. 

MR.  BECK:  Mr.  Hughes,  that  there  may  be  no  apprehension, 
will  you  kindly  ask  the  witness  whether  that  is  gross  or  net  com- 
missions ?  It  is  not  to  be  suggested  that  C.  H.  Raymond  &  Com- 
pany got  65  per  cent  commissions  altogether. 

Q.  Well,  I  understand  it  to  mean  that  on  certain  business  C.  H. 
Raymond  &  Company  got  45  per  cent  on  first  year's  premiums? 
A.  We  did,  sir,  on  first  year's  business. 

MR.  BECK :     I  simply  wanted  to  bring  that  out. 

MR.  HUGHES  :  We  will  come  to  that  later. 

Q.  The  minimum  rate  was  45  per  cent  and  the  maximum  was 
65  per  cent,  and  can  you  tell  me  what  proportion  of  your  busi- 
ness was  done  at  or  above  65  per  cent  ?  A.  Well,  the  average 
of  the  business  which  was  done  at  the  larger  rate  of  commis- 
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sion  increased  from  year  to  year  as  the  efforts  of  the  agency 
were  very  naturally  to  direct  the  business  into  the  highest 
paying  commission.  I  can't  tell  you  the  proportion,  Mr. 
Hughes. 

Q.  So  that  the  larger  business  done  was  at  the  larger  rate  o£ 
compensation?    A.  Naturally. 

Q.  Now  I  see  there  was  a  rate  of  commission  on  renewal  pre- 
miums which  is  stated  here  to  be  5  of  10  to  10  of  10,  30  and  5 
of  5  to  5  and  10  of  5.  Now,  will  you  kindly  expound  that? 
A.  I  will  try  and  explain  it,  sir.  The  5  of  10  means  that  there 
were  five  years  renewal  commissions  paid  as  the  premiums 
were  paid  of  10  per  cent,  of  those  premiums. 

Q.  What  is  that  ?  Pardon  me.  You  mean  the  number  of  years 
were  five  years?    A.  Five  years,  sir. 

Q.  And  the  rate  of  the  compensation  was  10  per  cent  of  the 
renewal  premiums  for  five  years  ?    A.  You  have  explained  it,  sir. 

Q.  Go  on.  A.  The  5  of  5  is  five  years  renewal  commissions 
with  S  per  cent  each,  and  the  30  refers  to  the  first  years  commis- 
sions.   ' 

O.  In  other  words,  where  the  first  year's  commission  was  45 
to  65  per  cent,  the  renewal  ranged  from  five  year  renewals  with  10 
per  cent  of  the  renewal  premiums  to  10  years  renewals  with  10 
per  cent  of  the  renewal  premiums?    A.  Exactly,  that  is  so. 

Q.  Then  there  were  other  cases,  in  which  the  commission  was 
30  per  cent  of  the  first  year's  premiums,  and  five  renewal  com- 
missions of  five  per  cent  of  the  renewal  premiums  ranging  to  50 
per  cent  of  the  first  year's  premiums  and  10  per  cent  of  the  re- 
newal premiums  for  five  years?     A.  Yes,  sir. 

Q.  Were  these  policies  the  business  upon  which  the  larg'er  rate 
of  commission  was  paid,  preferred  dividend  policies?  A.  I  think 
they  were. 

Q.  Was  it  the  policy  of  the  company  to  pay  a  larger  compensa- 
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lion  to  the  agents  for  securing  deferred  dividend  business?  A. 
Yes,  sir. 

Q.  Has  that  remained  so  continuously?     A.  Until  now. 

O.  Has  the  company  discouraged  the  writing  of  annual  divi- 
dend policies?  A.  So  far  as  the  discouraging  by  the  paying  of 
lower  rate  of  commission  is  concerned,  yes. 

Q.  Has  that  been  an  effective  discouragement?  A.  In  my  office 
it  has  been  a  very  thorough  discouragement,  sir. 

Q.  ^Vhat?  A.  In  my  office  it  has  been  a  very  thorough  dis- 
<;ouragement. 

O.  So  in  your  office  you  have  written  very  little  annual  divi- 
dend business  ?    A.  Very  little. 

Q.  What  do  you  mean  by  very  little?  What  percentage  of 
your  business  for  the  last  ten  years  would  you  say  has  been 
annual  dividend  business,  approximately,  of  course.  A.  Well, 
if  I  may  approximate,  sir,  I  would  say  that  for  the  last  ten 
years  there  has  been  over  one  per  cent. 

Q.  Now,  in  1891,  it  appears  that  the  rate  of  commission  has 
changed  to  range  on  the  first  year's  premiums  from  thirty  per 
cent,  to  seventy  per  cent.,  with  six  renewal  commission's  of 
ten  per  cent,  upon  the  renewal  premiums  ?     A.  Yes,  sir. 

Q.  There  were  other  provisions  for  thirty-five  per  cent,  of 
the  first  year's  premiums  and  four  renewal  commissions  of 
five  per  cent,  upon  the  renewal  premiums  to  fifty-five  per 
cent,  of  the  first  year's  premium  and  six  renewal  commissions 
of  five  per  cent,  upon  the  renewal  premiums  and  a  further 
provision  for  twenty-five  per  cent,  flat  to  sixty-five  per  cent, 
flat.  Have  I  correctly  stated  it?  A.  That  is  correctly  stated, 
sir,  and  those  are  for  four  different  kinds  of  contracts. 

Q.  Now,  what  is  meant  by  twenty-five  per  cent,  to  sixty- 
^ve  per  cent.?  A.  Well,  Mr.  Hughes,  I  don't  remember  what 
that  was  for.  Those  were  for  policies  having  annual  divi- 
•dends,  I  think. 
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THE  CHAIRMAN :     We  can't  hear  you,  sir. 

THE  WITNESS:  I  beg  your  pardon.  My  voice  is  defec- 
tive. They  were  for  annual  didivend  policies.  The  twenty- 
five  per  cent.  I  know  was.  The  sixty-five  per  cent,  I  don't 
know  what  that  refers  to. 

Q.  And  most  of  the  business  that  was  done  was  done  at 
the  higher  rate   of  compensation?     A.  It  was. 

Q.  I  find  that  in  1893,  the  rate  of  compensation  was  changed 
so  as  to  run  upon  first-year  premiums  from  thirty-five  per 
cent,  to  eighty  per  cent,  with  one  renewal  of  ten  per  cent, 
on  the  renewal  premium  and  six  renewal  commissions  of 
seven  an  a  half  per  cent,  on  the  renewal  premiums  with  a 
further  provision  upon  certain  business  of  forty  per  cent,  upon 
the  first  year's  premiums  and  six  renewal  commissions  of  five 
per  cent,  of  the  renewal  premiums  and  sixty  per  cent,  of  the 
first  year's  business  and  six  renewal  commissions  of  five  per 
cent,  on  the  renewal  premium,  with  also  a  provision  for  com- 
pensation on  certain  business  of  forty-five  per  cent,  to  seventy 
per  cent.  flat.  That  was  a  distinct  increase  in  the  compen- 
sation of  C.  H.  Raymond  &  Company,  was  it  not?  A.  One 
moment,  if  you  please,  Mr.  Hughes.  In  1893?  Will  you 
permit  me  to  consult  with  Mr.  Bell? 

Q.  Certainly. 

MR.  BECK:  Here  is  Mr.  Bell  at  last.  Do  you  object  to 
Mr.  Bell  sitting  there? 

MR.  HUGHES:     Not  at  all. 

MR.  BECK :     It  will  save  a  great  deal  of  time. 

THE  WITNESS:  Mr.  Hughes,  I  have  to  apologize  to 
you  for  making  an  error  here. 
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Q.  You  had  better  just  correct  it  on  the  record.  A.  Shall 
I  go  back,  sir,  to  1888? 

Q.  Without  stating  details,  won't  you  just  state  generally 
the  error  into  which  you  have  fallen  in  describing  the  business 
so  that  we  can  proceed  to  correct  the  record  properly?  A.  The 
general  error  into  which  I  was  led  by  looking  at  the  paper 
without  a  more  definite  heading  is  this,  that  while  I  described 
accurately  that  while  the  company  paid  to  the  general  agency 
commissions  of  from  forty-five  to  sixty-five  per  cent,  of  the  first 
year's  premiums  and  five  years  of  ten  percentage  and  ten 
ten  percentage,  the  commission  that  was  paid  by  the  general 
agency  for  the  business  obtained  were  thirty  on  the  first 
year's  and  five  years  of  five. 

Q.  Pardon  me.  This  paper  you  have  here.  Exhibit  255,  in 
that  first  column,  under  the  head  of  first  year's  commission 
and  renewals,  or  rather  the  first  two  columns,  states  what? 
A.  States  what  the  company  paid  to  the  agency. 

Q.  What  the  company  paid  to  C.  H.  Raymond  &  Company? 
A.  C.  H.  Raymond,  General  Agents. 

Q.  Now,  the  next  two  columns  state  what?  A.  The  next 
two  columns  state  thirty  and  five. 

Q.  No,  no.  I  don't  want  in  detail  but  the  nature  or  char- 
acter of  the  items.  A.  States  what  is  stated  in  the  heading 
which   escaped  me,  "Commissions  to  agents." 

O.  That  is  what  C.  H.  Raymond  &  Company  paid  to  the 
agents  who  got  the  business  ?     A.  Quite  so. 

Q.  In  other  words,  C.  H.  Raymond  &  Company  had  the 
Metropolitan  District  which  then  meant  the  old  City  of  New 
York.  A.  New  York  City,  yes,  sir,  the  old  City  of  Staten 
Island  and   Long  Island. 

Q.  Well,  then,  the  change  in  the  boundaries  of  the  city  did 
not  make  any  change  in  the  boundaries  of  Raymond  &  Com- 
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pany's  territory?  They  have  always  had  the  Island  of  Man- 
hattan and  Long  Island  and  Staten  Island?    A.  Yes,  sir. 

Q.  And  also,  I  suppose,  what  is  now  in  the  Borough  of  the 
Bronx  up  to  the  city  limits?    A.  No,  sir;  we  do  not  go  there. 

Q.  Now,  to  go  back  and  correct  the  record  and  have  it  cor- 
rectly appear  what  your  compensation  was,  I  understand 
that  in  1888,  commissions  to  which  C.  H.  Raymond  &  Com- 
pany were  entitled  upon  the  business  written  in  the  Metro- 
politan agency  was  forty-five  per  cent.,  to  sixty-five  per  cent, 
of  the  first  year's  premiums  with  a  range  of  five  renewal  com- 
missions of  ten  per  cent,  of  the  renewal  premiums  to  ten  re- 
newal commissions  of  ten  per  cent,  of  the  renewal  premiums? 
A.  Yes,  sir. 

Q.  And  that  the  same  rate  obtained  for  the  years  1889  and 
1890?    A.  Yes,  sir. 

Q.  Did,  C.  H.  Raymond  &  Company  provide  moneys  for 
the  running  of  the  office?     A.  Yes,  sir;  we  paid  for  our  office. 

Q.  Did  you  employ  the  sub-agents  or  solicitors  who  re- 
ported directly  to  C.  H.  Raymond  &  Company?   A.  Certainly. 

Q.  And  you  paid  them  upon  the  premiums  which  came  in  cer- 
tain compensation?    A.  As  stated  there. 

Q.  Which  in  1888  was  thirty  per  cent  with  five  renewals  of 
five  per  cent  on  the  renewal  premiums  to  fifty  per  cent  of  the 
first  year  premiums,  and  ten  renewal  commissions  of  five  per  cent 
upon  the  renewal  premiums  ?    A.  That  is  so. 

Q.  And  that  was  modified  in  1889  so  that  the  compensation 
ranged  from  thirty-five  per  cent  of  the  first  year's  premiums  to 
six  renewal  commissions  on  the  renewal  premium  to  forty-five 
per  cent  of  the  first  year's  premium  and  ten  renewal  commissions 
of  five  per  cent  on  the  renewal  premiums  ?    A.  That  is  right,  sir. 

Q.  There  was  a  further  modification  in  1890  which  involved 
the  flat  rate  to  which  reference  has  already  been  made.  A.  Yes, 
sir. 
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O.  Now,  Raymond  &  Company  got  the  amounts  we  stated  a 
moment  ago  from  the  Mutual  Life  Insurance  Company,  paid 
these  amounts  as  compensation  to  the  agents  who  obtained  the 
business  and  paid  the  expenses  of  running  their  office  and  kept 
what  was  left  for  their  profit  ?    A.  Yes,  sir. 

Q.  And  during  these  years  to  which  I  have  just  referred,  1888, 
1889  and  1890,  these  being  the  years  with  which  the  statements 
begin,  the  net  profits  of  C.  H.  Raymond  &  Company  were  divided 
between  yourself  and  Mr.  R.  H.  McCurdy.     A.  Yes,  sir. 

Q.  And  in  what  proportion  ?    A.  One-half. 

Q.  During  those  years  one-half  to  each  ?    A.  Yes,  sir. 

Q.  When  you  said  a  moment  ago  that  you  paid  the  same  com- 
missions over  to  the  agents,  you  mean  that  you  paid  out  of  the 
moneys  you  got  at  the  rate  to  which  they  were  entitled,  as  already 
stated  ?    A.  At  the  rate  stated  in  that  column. 

O.  Which,  of  course,  as  fully  appears  by  the  figures,  was  con- 
siderably less  than  C.  H.  Raymond  &  Company  got?  A.  Had 
to  be. 

O.  Certainly,  so  3'ou  could  pay  your  expenses  and  divide  the 
profits.  The  figures  show  that.  Now,  I  would  like  to  know  dur- 
ing these  years,  just  what  C.  H.  Raymond  &  Company  got  from 
the  Mutual  Life  Insurance  Company,  what  they  paid  to  agents, 
what  they  paid  for  expenses,  and  what  they  had  left  to  divide, 
and  how  they  divided  it.  A.  I  will  try  and  show  you  that,  Mr. 
Hughes. 

Q.  I  am  shown  a  paper  now,  which  starts  with  the  year  1896. 
Have  you  no  record  of  the  earlier  years?  A.  I  have  not  here, 
Mr.  Hug'hes. 
Q.  Those  can  readily  be  made  up  ?  A.  Can  readily  be  made  up. 
Q.  Have  you  a  statement  of  the  operations  of  the  firm  from 
1889  on,  which  wilj  show  what  Mr.  Robert  H.  McCurdy  received 
from  the  firm  of  C.  H.  Raymond  &  Company?  A.  That  is  it, 
Mr.  Hughes. 
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Q.  This  paper  that  you  now  hand  me,  I  understand,  shows 
the  amount  which  was  credited  to  Mr.  R.  H.  McCurdy  by 
the  firm  of  C.  H.  Raymond  &  Company  for  his  interest  in  the 
first-year  commissions  which  the  firm  had  received,  his  in- 
terest in  the  renewal  commissions  after  deducting  the  amount 
paid  to  agents  for  obtaining  the  business,  that  is  his  interest 
in  the  net  commissions  received  by  the  firm  and  also  certain 
other  credits  which  went  to  his  accounts  on  transactions  of 
the  firm,  and  then  the  debits  that  were  made  against  his 
account  of  his  share  of  the  expenses  of  the  firm,  leaving  the 
net  amount  which  he  was  entitled  to  each  year  as  a  member 
of  the  firm?     A.  You  have  stated  it  correctly,  sir. 

Q.  That  statement  just  made  is  correct  down  to  the  time 
when  he  ceased  to  be  a  member  of  the  firm  in  December,  1892? 
A.  Yes. 

Q.  And  from  that  time  on  the  same  paper  that  you  hand  me 
shows  the  amount  credited  to  him  as  his  interest  in  renewals 
received  by  the  firm  net  after  payment  to  agents  of  whatever 
came  to  them  on  business  previously  written,  his  share  of  the 
credits  and  debits  against  him  of  his  share  of  expenses,  leaving 
the  net  amounts  payable  to  him  by  virtue  of  his  former  in- 
terest in  the  business?  A.  By  virtue  of  his  former  interest 
in  the  business. 

O.  And  that  gradually  decreased  as  the  renewal  commis- 
sions expired?    A.  Precisely. 

Q.  So  that  we  have  what  he  got  as  a  member  of  the  firn. 
from  1889  to  1892  inclusive,  and  by  virtue  of  his  interest  in 
renewals  on  business  written  during  that  period,  the  amount 
which  he  received  from  January,  1893,  to  December,  1894  in- 
clusive?    A.  Yes. 

MR.  HUGHES :     I  offer  that  statement  in  evidence. 
(Paper  received  in  evidence  and  marked  Exhibit  257.) 
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Q.  MR.  HUGHES :  The  statement  will  be  printed  in  full, 
but  I  will  read  simply  the  net  amounts  which  were  received 
by  Mr.  McCurdy  after  deducting  his  share  of  the  expenses 
from  the  net  profits  of  the  firm  of  C.  H.  Raymond  &  Company 
during  the  years  mentioned. 

1889 $40,748.  II 

1890 61,903. 12 

1891 55,001.76 

1892 63,484.36 

1893 61,635.05 

1894 50,371-39 

1895 52,077-78 

1896 46,261.85 

1897 41,389-47 

1898 30,750.48 

1899 17,646.94 

1900 7,523-99 

1901 1,258.19 

1902 288.13 

1903 213.14 

1904 235.14 

Q.  Now,  it  has  been  testified  down  to  the  end  of  1892  Mr. 
McCurdy  paid  over  to  you  one-half  of  the  amounts  which  he 
received  from  his  commissions  upon  foreign  business.  Do 
the  amounts  which  he  paid  over  to  you  in  that  way  at  all 
figure,  that  is,  are  they  included  in  the  amounts  which  he 
received  from  the  firm  of  C.  H.  Raymond  &  Company?  A. 
They  are  not  included  there,  sir. 

Q.  So  that  during  the  years  that  he  was  a  member  of  C. 
H.  Raymond  &  Company,  1889  to  1892,  he  received  the 
amounts  which  have  been  stated  from  C.  H.  Raymond  &  Com- 
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pany  and  in  addition  he  received  and  retained  one-half  of  the 
armounts  shown  upon  his  statement  of  commissions  upon 
foreign  business?     A.  Whatever  tliat  may  be. 

Q.  And  after  1892  he  received  the  amounts  stated  in  the 
statement  of  his  receipts  from  C.  H.  Raymond  &  Company 
and  in  addition  he  received  and  retained  the  whole  amount 
stated  in  his  statement  of  receipts  upon  foreign  business? 
A.  As  far  as  I  know,  yes. 

Q.  Now,  in  1893,  oi"  thereab9uts,  Mr.  Louis  Thebaud  be- 
came a  member  of  your  firm,  did  he  not,  on  Mr.  McCurdy's 
retirement?     A.  Yes. 

Q.  What  interest  in  the  firm  did  he  receive  ?  A.  One-quar- 
ter interest. 

Q.  How  long  did  he  continue  to  have  a  quarter  interest? 
A.  If  you  will  pardon  me,  sir,  I  will  read  from  my  notes. 

Q.  Certainly,  read  from  anything  which  will  enable  you  to 
state.  A.  January  i,  1893,  I  made  a  partnership  agreement 
with  Mr.  Louis  A.  Thebaud  to  last  until  1896,  whereby  he  was 
to  receive  one-quarter  interest  in  the  business,  and  I  was  to 
receive  a  three-quarter  interest.  On  the  ist  of  January,  1896, 
we  made  a  continuation  of  the  partnership  whereby  each  part- 
ner was  to  receive  one-half  interest  in  the  business  for  five 
years,  and  in  1901  the  same  arrangement  was  continued  five 
years  more  until  1906.  But  on  the  ist  of  March,  1902,  the 
company  terminated  my  appointment  as  a  general  agent,  and 
appointed  me  its  managing  agent  for  the  Metropolitan  Dis- 
trict, the  appointment  to  terminate  December  31,  1904,  so 
that  by  mutual  agreement  the  co-partnership  with  Mr.  The- 
baud terminated  and  a  new  co-partnership  was  entered  into 
under  the  name  of  C.  H.  Raymond  &  Company,  Managers, 
made  for  the  same  period  and  to  terminate  December  31, 
1904,  with  my  new  appointment  as  managing  agent.  In  this 
co-partnership  our  respective  interests  were  to  myself,  one- 
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third,   and   to   Mr.   Thebaud   two-thirds,   until   February  28, 
1903. 

Q.  When  did  that  division  begin — when  did  it  cease  to  be 
one-quarter  to  Mr.  Thebaud  and  three-quarters  to  you  ?  A.  I 
have  stated,  sir,  on  the  ist  of  January,  1896,  we  made  a  con- 
tinuation of  the  partnership  whereby  each  partner  was  to 
receive  one-half  interest  in  the  business,  so  at  that  time  Mr. 
Thebaud's  interest  was  one-half. 

Q.  I  see.  And  that  equal  division  continued  until  1903?  A. 
Pardon  me,  if  I  refer  to  my  notes.  Whereby  each  partner  was  to 
receive  one-half  of  the  business  for  five  years,  and  in  1901  the 
same  arrangement,  that  is  a  one-half  interest  each,  was  continued 
to  last  five  years  more  until  1906,  but  on  the  ist  of  March,  1902, 
the  company  terminated  my  appointment  as  general  agent,  as 
I  have  already  stated. 

Q.  Yes,  and  then  the  division  of  one-third  to  you  and  two- 
thirds  to  Mr.  Thebaud  began?  A.  And  then  we  renewed  our 
partnership  with  the  respective  interests  to  myself  one-third  and 
to  Mr.  Thebaud  two-thirds  until  February,  1903.  And  from  that 
date  for  myself  one-fourth  and  Mr.  Thebaud  three-fourths  until 
December  31st,  1904.  On  December  31st,  1903,  however,  the 
company  cancelled  my  appointment  as  managing  agent,  which  was 
to  terminate  December  31st,  1904,  and  made  it  to  run  until  De- 
cember 31st,  1905,  and  in  consequence  of  this  extension  of  mj 
appointment  by  the  company  the  co-partnership  between  Mr.  The- 
baud and  myself  was  then  continued  under  its  then  existing  terms 
for  one  year  longer,  that  is,  one-quarter  to  myself  and  three-quar- 
ters to  Mr.  Thebaud. 

Q.  Until  December  31,  1905?    A.  Yes. 

Q.  Now,  who  made  these  contracts  with  C.  H.  Raymond  & 
Company  giving  them  the  commission  to  which  testimony  has 
been  given?  A.  The  contracts  were  made  from  year  to  year 
by  the  Mutual  Life  Insurance  Company. 
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Q.  Acting  through  whom?  A.  Through  Mr.  Granniss,  the 
-vice-president,  and  afterwards  by  Dr.  Gillette,  the  general  man- 
ager. 

Q.  Do  you  know  whether  or  not  the  matters  came  before  any 
<;ommittee  of  the  board  ?    A.  Of  the  rates  of  commission  ? 

Q.  Yes.  A.  I  never  inquired  whether  they  did  or  not.  I 
received  my  contract  from  the  company  precisely  as  all  other 
agents  did  there. 

Q.  Have  you  a  statement  of  the  results  from  the  business  of 
C.  H.  Raymond  &  Company  since  Mr.  Thebaud  became  a  member 
•of  the  firm?    A.  Yes.  (Paper  handed  counsel.) 

Q.  The  paper  now  handed  me  is  a  general  statement  beginning 
with  the  year  1896,  which,  I  understand,  embraces  the  results  of 
the  business  of  the  firm  to  that  period?    A.  That  is  right,  sir. 

MR.  HUGHES :  I  offer  that  in  evidence. 

THE  CHAIRMAN:  From  1896  to  1904? 

MR.  HUGHES:  From  1896  to  1904. 

THE  CHAIRMAN:  It  does  not  include  the  first  three  years? 

MR.  HUGHES :  No,  it  does  not  include  the  first  three  years. 

(Paper  marked  Exhibit  258.) 

MR.  HUGHES :  This  paper  will  appear  in  full  in  the  record. 
It  shows  the  first  year's  commissions,  the  first  years  paid  to  agents, 
the  net  amount  of  the  first  year's  commissions,  the  renewal  com- 
missions, tlie  renewals  paid  to  agents,  the  expenses  and  the  net 
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renewals.     I  do  not  see  that  it  contains  a  statement  of  the  actual 
results  to  the  firm. 

(After  a  conference  with  Mr.  Raymond's  assistaiit,  Mr.  Bell, 
Mr.  Hughes  states:) 

MR.  HUGHES:  I  understand  now  that  the  amount  stated  in 
the  column  "Net  first  years"  is  the  amount  of  the  commissions  of 
C.  H.  Raymond  &  Company  after  paying  the  proportion  of  the 
first  year's  commissions  that  the  agents  were  entitled  to  receive. 
That  the  expenses  of  C.  H.  Raymond  &  Company  were  charged 
against  the  renewal  commissions  received  and  that  the  net  re- 
newals are  the  amounts  of  lenewal  commissions  received  by  C.  H. 
Raymond  &  Company  after  deducting  the  renewals  paid  to  agents, 
and  the  expenses  of  the  firm.     That  is  right? 

THE  WITNESS :  That  is  correct. 

Q.  And  that  the  net  profits  after  payment  of  commissions  to 
agents  and  after  payment  of  all  expenses  of  the  firm  of  C.  H. 
Raymond  &  Company  in  these  years  is  the  aggregate  of  the 
amount  stated  as  net  first  year's  and  net  renewals?  A.  That  is 
correct. 

MR.  HUGHES:  Now,  I  will  read  upon  the  record  these 
amounts  of  the  profits  of  C.  H.  Raymond  &  Company  in  the  years 
stated : 

1896  Net  first  years  Net  renewals 

$78,164.40  $112,430.88 

1897.  74,808.74  115,442.52 

1898.  61,110.85  134,635.80 

1899.  89,516.06  139,912.97 
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1900. 

73,064.20 

165,875-33 

I90I. 

42,552-90 

161,884.66 

1902. 

63,850.44 

180,368.69 

1903. 

69,203.62 

169,293.76 

1904. 

72>825.59 

175,001.08 

Q.  Now,  have  you  a  statement  of  the  amount  of  money  which 
was  received  by  Mr.  Thebaud  during  his  co-partnership  with  you? 
A.  Yes.     (Handing  paper.) 

THE  CHAIRMAN:  Do  we  understand  that  the  receipts  for 
1904  amounted  to  nearly  $250,000? 

MR.  HUGHES:  We  understand  that  the  net  receipts  of  the 
office,  after  paying  all  the  agents  who  wrote  business,  their  share 
of  the  first  year's  commissions  and  renewal  commissions  and  after 
paying  all  the  expenses  of  the  office  amounted  to  $247,826.67. 

O.  Does  this  statement  show  Mr.  Thebaud's  interest  in  the 
profits  of  the  firm  of  C.  B[.  Raymond  &  Company  after  deducting 
the  amounts  paid  to  agents  by  the  firm  and  after  deducting  Mr. 
Thebaud's  share  of  the  expenses  of  the  firm,  that  is  his  net  income 
as  a  partner  from  the  firm?    A.  Yes,  that  is  what  it  shows. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  259  and  read  by  Mr.  Hughes.) 

Q.  In  this  paper  there  are  stated  first  year  and  renewals.  I 
take  it  that  that  means  his  net  interest  in  the  first  year's  commis- 
sions of  the  firm  and  his  net  interest  in  the  renewal  commissions 
of  the  firm  after  the  deducting  of  expenses  and  in  each  case  after 
deducting   the   commissions   of   agents?     A.  That   is   correct. 
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Q.  There  was  no  profit,  I  understand,  in  1894?    A.  No. 

Q.  And  these  amounts,  as  I  understand  it,  were  actually  paid 
to  Mr.  Thebaud?     A.  As  his  share,  yes,  sir. 

Q.  Now,  I  should  like  to  be  informed  what  contracts  C.  H. 
Raymond  &  Company  have  with  sub-issue  agents,  that  is,  with 
the  men  who  get  the  business,  what  terms  are  given  to  them? 
A.  We  pay  at  the  present  time  eighty  per  cent,  for  the  highest 
rate  of  commissions,  graded  down  to  fifty  and  thirty-five. 

Q.  I  was  going  along  a  while  ago  with  this  statement.  Ex- 
hibit 255,  of  the  commissions,  rate  of  commissions  paid  your 
firm  and  the  rate  of  commissions  paid  by  your  firm  to  agents. 
I  will  continue  with  that.  I  think  we  left  this  matter  at  the 
point  where  Mr.  Thebaud  became  a  member  of  the  firm  in 
1893.  Am  I  right  in  understanding  that  at  that  time  there 
was  an  increase  in  the  rate  of  commissio/is  paid  the  firm? 
A.  I  think  that  was  the  general  rate  of  increase  made  by 
the  company  to  its  general  agents. 

Q.  And  C.  H.  Raymond  &  Company  shared  in  the  generaj 
increase  in  the  rate  of  commission?  A.  We  were  paid  the 
same  rate. 

Q.  Now,  it  appears  in  1893  the  rate  of  commissions  on  first 
year's  business  paid  by  the  Mutual  Life  Insurance  Company 
to  C.  H.  Raymond  &  Company  ranged  from  thirty-five  to 
eighty  per  cent.,  also  included  one  renewal  commission,  or 
a  rang'e  of  renewal  commissions  from  one  renewal  commission 
of  ten  per  cent,  to  six  renewal  commissions  of  seven  and  one- 
half  per  cent.     Have  you  that  contract  here?     A.  Yes,  sir. 

Q.  Is  this  the  contract  (handing  paper)  ?     A.  Yes. 

Q.  It  is  in  the  form  of  a  letter  which  you  now  produce? 
A.  Yes. 

MR.  HUGHES :     I  ofifer  it  in  evidence. 
(Paper  marked  Exhibit  260.) 
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MR.  HUGHES:  I  will  read  this  upon  the  record  so  that 
you  may  have  it  back.     (Exhibit  read.) 

Q.  What  is  meant  by  the  "Confidential  Circular  of  Novem- 
ber I,  1892,"  which  it  is  said  the  company  had  decided  to 
withdraw?  A.  I  don't  know  what  it  was,  sir.  Whatever  it 
was  it  was  withdrawn.  It  was  something  in  regard  to  rates 
of  commission  evidently. 

THE  CHAIRMAN :     Repeat  that  answer. 

THE  WITNESS :  It  was  something  in  regard  to  rates  of 
commission,  but  I  don't  remember  what  the  circular  was,  and 
I  don't  think  I  have  a  copy  of  it.  It  was  probably  returned 
to  the  company's  fiffi.ce. 

Q.  What  is  meant  by  the  phrase,  "The  following  special 
rates  of  compensation"  in  the  first  paragraph  of  the  letter? 
In  what  sense  were  the  rates  special?  A.  It  was  stated  that 
it  was  a  semi-centennial  year  of  the  company,  and  his  desire 
was  to  make  a  semi-centennial  business. 

Q.  Were  there  any  other  agents  of  the  company  who  were 
paid  as  well  as  the  firm  of  C.  H.  Raymond  &  Company  for 
that  semi-centennial  year?  A.  So  far  as  I  know  they  were 
all  paid  in  the  same  way. 

Q.  Well,  to  put  it  in  another  way,  do  you  know  of  any  that 
were  paid  in  the  same  way  ?  A.  I  do  not  know ;  I  never  in- 
quired the  rates  paid  to  other  agents,  Mr.  Hughes. 

Q.  I  notice  that  the  first  class  of  policies  mentioned  it 
twenty-year  distribution  policies,  all  forms  except  single 
premium.  What  is  a  twenty-year  distribution  policy?  A.  A 
twenty-year  distribution  policy  is  a  policy  upon  which  at 
the  request  of  the  applicant  for  the  insurance  the  surplus 
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accumulated  and  credited  to  the  policy  is  withheld  by  the 
company,  accumulated  at  its  rate  of  compound  interest  until  the 
termination  of  the  twenty  years  spoken  of  in  the  contract. 
Then  that  amount  of  money  so  accumulated  is  payable  to  the 
policyholder  either  in  cash  or  in  paid-up  insurance  if  he  so 
elects. 

Q.  Does  it  include  the  twenty-year  life  policies  or  is  it  a 
limited  to  twenty-year  endowments?  A.  It  includes  twenty- 
year  life  policies. 

Q.  It  includes  all  policies  where  dividends  are  deferred 
until  the  expiration  of  a  period  of  twenty  years?  A.  It  in- 
cludes any  policy  applied  for  to  be  entered  into  that  class  and 
when  so  applied  for  and  so  issued  if  the  policy  is  a  whole-life 
policy  it  has  a  twenty-year  deferred  dividend  clause  in  it 
which  is  to  be  settled  at  the  end  of  twenty  years,  as  I  have 
explained. 

Q.  Yes.  Similarly  the  fifteen-year  distribution  poHcy  is 
a  pohcy  where  the  dividends  are  deferred  for  a  period  of 
fifteen  years?     A.  Quite  so. 

Q.  What  is  meant  by  a  single  premium?  It  says  all  forms 
except  a  single  premium  and  special  rates  are  provided  for  a 
single  premium  poHcy?  A.  Where  the  entire  premium  of 
the  policy  is  paid  at  the  time  of  the  issue  of  the  policy,  one 
sum. 

Q.  Is  there  much  of  that  business  done?  A.  Not  a  very 
great  deal. 

Q.  What  percentage  of  your  business  on  the  average  would 
be  special  premium  business?     A.  A  very  small  sum. 

Q.  Less  than  one  per  cent.  ?    A.  Oh,  yes,  decidedly  so. 

Q.  Decidedly  less  than  one  per  cent.  ?    A.  Yes,  decidedly. 

Q.  Then  there  is  another  class  of  annual  distribution  and 
forms  of  policy  not  provided  for.  That  class  would  not  ex- 
ceed one  per  cent,  of  your  business,  as  I  think  you  have  already 
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testified  to?  A.  I  think  in  those  years,  sir,  it  didn't  exceed 
anything  in  my  agency;  we  didn't  take  them. 

Q.  So  that  the  business  which  your  firm  did  was  practically 
all  under  these  classes  of  twenty-year,  fifteen-year,  ten-year 
and    five-year    distribution    policies?     A.  Practically. 

Q.  And  of  those  classes  the  great  bulk  of  your  business  was 
twenty-}'ear  distribution  policies,  was  it  not?  A.  I  fancy  it 
was,  yes,  sir. 

Q.  What  proportion  would  you  say,  roughly?  A.  I  would 
say  70  per  cent.,  sir. 

O.  70  per  cent.  And  how  much  of  the  business  was  fifteen- 
year  distribution  policies?     A.  Not  over  5  per  cent. 

O.  And  how  much  10  year  distribution  policies?  A.  A  little 
more ;  6  or  7  per  cent. 

Q.  So  that  for  about  70  per  cent  of  the  business  obtained 
through  C.  H.  Raymond  &  Company,  the  Mutual  Life  Insurance 
Company  paid  80  per  cent  of  the  first  year's  premiums,  10  per 
cent  of  the  second  year's  premiums  and  7I/2  per  cent  of  the  re- 
newal premiums  for  six  years  thereafter?  A.  Those  are  the 
rates. 

Q.  Now,  that  continued,  as  I  understand  it,  for  some  three 
years?    A.  Yes. 

O.  And  if  in  juxtaposition  to  this  contract  that  you  have  pro- 
duced of  your  own  you  can  g-ive  me  the  contracts  that  you  had 
at  that  time  with  your  sub-agents  I  should  be  very  glad  to  have  it. 
A.  We  can  give  you  those. 

y.  Have  you  got  them  here?  A.  We  haven't  them  here. 
Don't  it  state  on  the 

Q.  It  states  here  in  the  paper  Exhibit  255  that  during  the  year 
1893  the  compensation  paid  by  you  to  sub-agents  ranged  from  40 
per  cent  of  the  first  year's  premium  and  six  renewals  of  five  per 
cent  of  the  renewal  premiums  to  60  per  cent  of  the  first  year's 
premiums  and  six  renewal  commissions  at  five  per  cent  of  the 
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renewal  premium  with  also  a  provision  for  a  flat  commission  of 
45  to  70  per  cent  on  the  premium  ?    A.  Yes,  sir. 

Q.  Now,  I  suppose  that  flat  commission  was  about  as  negligible 
in  the  case  of  the  sub-agent  as  it  was  in  your  own  case,  it  related 
to  the  same  kind  of  business,  didn't  it?    A.  No,  sir. 

O.  It  didn't?    A.  No,  sir;  there  was  another  class  of  agents. 

Q.  Now,  just  explain  what  the  flat  rate  paid  to  sub-agents 
applied  to?  A.  The  flat  rate  was  the  rate  that  was  paid  for 
transient  business  over  the  counter. 

Q.  For  what?  A.  For  transient  business,  for  business  that 
was  not  received  from  our  regularly  appointed  agents. 

Q.  Not  transient  with  reference  to  its  duration?  A.  No,  sir, 
but  with  reference  to  the  ag'ent  who  brought  it. 

Q.  Received  over  the  counter,  and  you  paid  him  a  brokerage 
of  45  per  cent  to  70  per  cent?    A.  Precisely. 

Q.  According  to  the  nature  of  the  business  ?    A.  Precisely. 

Q.  If  he  brought  you  a  twenty  year  deferred  dividend  applica- 
tion, or  an  application  for  that  kind  of  a  polic}',  in  which  you 
would  get  80  per  cent  commission  on  the  first  year  with  certain 
renewal  commissions  as  already  stated,  you  would  give  that  man 
who  brought  it  in,  not  being  your  regular  agent,  a  commission 
of  70  per  cent  on  the  first  year's  premium  flat?  A.  If  he  had  no 
contract  with  us,  yes. 

Q.  And  that  would  be  the  end  of  his  compensation?  A.  Mr. 
Bell  tells  me  that  there  were  some  agents  who  preferred  to  be 
paid  in  that  way. 

Q.  You  tell  me  that  if  an  agent  preferred  to  be  paid  in  that 
way  you  would  let  him  be  paid  in  that  way?     A.  We  did. 

Q.  And  the  agents  with  whom  you  had  contracts  ordinarily 
were  paid  at  the  rate  as  stated  in  the  plan  read,  and  the  rate 
of  40  per  cent,  of  the  first-year  premium,  and  six  renewal  com- 
missions of  five  per  cent,  of  the  renewal  premiums  to  60  per 
cent,  of  the  first  year's  premium  and  six  years  renewal  com- 
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missions  and  five  per  cent,  of  the  renewal  premiums  ?  A.  Yes, 
sir. 

Q.  That  65  per  cent,  was  in  the  case  of  the  twenty-year 
distribution  pohcy,  I  suppose  ?     A.  It  was. 

Q.  That  was  the  highest  that  you  paid  any  sub-agent? 
A.  With  renewals. 

Q.  With  renewals?     A.  Yes. 

Q.  That  is  with  the  six  renewals  of  5  per  cent.?  A.  Yes, 
sir. 

Q.  And  the  bulk  of  the  business  brought  in  by  the  sub- 
agents,  of  course,  was  business  on  which  they  got  that  60  per 
cent.,  as  you  have  explained  that  70  per  cent,  of  your  business 
was  of  that  class?     A.  Yes,  sir. 

Q.  The  40  per  cent.,  the  minimum  rate,  I  suppose,  applied 
to  ten-year  and  five-year  distribution  policies?     A.  Yes,  sir. 

Q.  Now,  in  1894  the  commissions  of  C.  H.  Raymond  & 
Company  were  further  increased,  were  they  not — the  rate  of 
commissions?     A.  40  and   85. 

Q.  Have  you  the  contract  for  1894?     A.  Yes,  sir. 

Q.  This  contract  is  dated  April  30,  1893,  and  I  will  read  the 
parts  which  state  precisely  the  terms  where  they  vary  from 
the   contract   already  introduced   of   the  preceding  year: 

Classes  A,  B  and  C,  twenty-year  distribution  policies,  all 
forms  excepting  single  premiums,  85  per  cent. ■ 

Q.  At  this  moment  my  attention  is  called  to  the  fact  that 
you  were  in  error  in  stating  that  at  85  per  cent,  that  it  should 
be  65  per  cent.,  according  to  the  letter.  A.  It  says  so  here, 
85.     It  wasn't  85,  sir. 

Q.  You  know  it  is  65  now,  so  that  we  can  take  it?  A.  65 
by  the  contract,  yes,  sir. 

Q.  Well,  will  you  correct  this  paper  so  that  we  can  have  it 
right. 
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MR.  HUGHES:  Now,  I  will  read  the  parts  of  the  letter 
which   states  the  business  as  follows: 

Classes  A,  B  and  C,  twenty-year  distribution  policies,  all 
forms  except  single  premiums,  65  per  cent.,  first  year,  25  per 
cent.,  second  3'ear,  10  per  cent,  third  year  and  7l^  per  cent, 
for  five  3^ears  thereafter. 

Fifteen-year  distribution  policies,  all  forms  excepting  single 
premiums,  60  per  cent.,  first  year,  25  per  cent,  second  year, 
10  per  cent,  third  year  and  7%  per  cent  for  five  years  there- 
after. 

Ten-year  distribution  policies,  all  forms  except  single 
premium,  55  per  cent,  first  year,  25  per  cent,  second  year,  10 
per  cent,  third  year  and  714,  per  cent,  for  five  years  there- 
after. 

Five-year  distribution  policies,  all  forms  except  single 
premiums,  40  per  cent.,  first  year,  and  71^  per  cent,  renewals 
for  six  years  thereafter. 

All  others  appear  to  be  the  same  with  the  exception  of  the 
provisions  for  bonuses. 

The  provisions  for  bonuses  are  as  follows: 

First  quota,  $3,000,000. 

After  this  amount  in  all  classes  of  business,  except  D  and  E, 
that  is  estabHshed,  you  will  be  entitled  to  a  bonus  of  $1.25 
per  $1,000  established  in  excess  thereof. 

Second  quota,  $6,000,000. 

After  this  amount  shall  have  been  established,  you  will  be 
entitled  to  charge  $1.25  additional  per  $1,000  of  all  business, 
except  D  and  E,  estabHshed  in  excess  of  said  second  quota. 

Q.  What  is  the  average  premium  on  twenty-year  distribu- 
tion policies?     9.  $40. 
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Q.  And  five  per  cent  of  $40  is  how  much?  A.  $2.  This 
is  3/4.  that  highest  bonus  there. 

Q.  Now,  during  this  period  of  1894  the  commissions  paid 
to  sub-agents  upon  the  twenty-year  distribution  poHcies  re- 
mained the  same  as  they  were  in  1893,  did  they  not?  A.  No, 
they  did  not. 

Q.  You  show  me  now  that  the  commission  paid  on  twenty- 
year  distribution  poHcies,  constituting  the  bulk  of  your  busi- 
ness, that  is,  the  commission  paid  to  your  sub-agents,  was 
raised  to  70  per  cent,  in  the  first-year  premiums  and  six 
renewal  commissions  of  five  per  cent,  of  the  renewal  prem- 
iums?    A.  That  is  right. 

Q.  And  that  is  the  year  Mr.  Thebaud's  statement  showed 
no  profits  on  first  year's  business?     A.  There  were  none. 

Q.  So  that  that  was  changed  the  next  year.  Now,  have 
you  got  the  contract  for  1895?     A.  Yes,  sir. 

Q.  Now,  in  1895  by  the  contract  which  you  now  show  me 
of  December  22d,  the  contract  for  1893,  or  the  terms  of  the 
contract  for  1893,  were  reinstated?    A.  Yes,  sir. 

Q.  It  was  a  mere  reversion  to  the  former  rate  of  commis- 
sion?    A.  Yes,  sir. 

MR.  HUGHES:  And  I  find  appended  to  this  a  letter  as 
follows : 

Office  of  the  General  Agent, 

C.  H.  Raymond,  General  Agent, 
Dear  Sir: 

You  will  be  allowed  for  the  balance  of  the  year  10  per  cent, 
additional  on  the  premiums  of  Class  A,  B  and  C,  with  the 
exception  of  five-year  distribution  policies. 

(Signed)  John  C.  Elliott,  S.  D.  A. 
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Q.  That  is  for  what?  A.  That  was  for  the  rest  of  the  year, 
sir. 

Q.  AA' ell,  you  mean  for  the  next  twenty-six  days  ?  A.  Yes, 
sir.     AA'ell,  I  think  for  the  whole  month. 

Q.  Well, -why  should  you  have  got  an  extra  lo  per  cent, 
•compensation  for  December?  A.  We  had  to  pay  a  larger 
amount  of  commissions  to  get  the  business,  sir,  because  just 
at  that  time  of  the  year  the  struggle  was  greatest  to  fill  up 
the  quotas  of  the  several  agencies. 

Q.  Well,  was  that  done  in  other  years?     A.  Not  usually. 

Q.  Do  you  remember  why  it  was  done  that  year?  A.  Be- 
cause the  company  wanted  a  larger  amount  of  business,  I 
fancy,  sir. 

Q.  Did  you  give  that  additional  payment  to  the  agents? 
A.  Yes ;  we  paid  it  to  the  agents. 

Q.  Now,  in  1896  there  was  a  further  modification.  This 
contract  which  you  now  produce  for  1896  is  on  a  printed 
form,  which  appears  to  be  a  form  of  agency  contract.  Is  that 
so?     A.  Yes,  sir;  that  is  so;  the  company's  form. 

Q.  Do  you  understand  that  this  is  the  regular  company's 
form  of  contract  for  general  agents  ?     A.  Yes,  sir. 

Q.  And  has  that  been  in  use  from  1896  on,  that  general 
form?     A.  I  think  that  form,  or  one  like  it,  has  been  used. 

Q.  With  substantially  the  same  terms?  A.  I  am  not  sure; 
no,  they  have  changed  the  terms  from  year  to  year  as  they 
have  seen  fit. 

MR.  HUGHES:  The  terms  as  shown  by  this  contract, 
ihe  printed  form,  are  as  follows,  the  date  being  November  9, 
1895,  and  the  compensation  relating  to  the  year  1896: 

For  all  life,  joint  life  and  endowment  policies  calling  for  ten 
or  more  premiums  first-year  twenty-year  distribution  policies 
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70  per  cent.,  fifteen-year  distribution  policies  60  per  cent.,  ten- 
year  distribution  policies  50  per  cent.,  five-year  distribution 
policies  40  per  cent.  For  renewals  of  ten  per  cent,  and  three 
of  five  per  cent. 

Annual  distribution  in  due  form  35  flat,  no  renewals. 
Single  premium  policies : 

Life  policies   10  per  cent.,  endowment  7%  per  cent. 
Endowments  of  all  kinds  5  per  cent. 

Mortuary  allotments  and  contingent  addition  714  per 
cent. 

Allotments  and  bonuses  I  read  as  follows  under  that  head- 
ing: 

The  allotment  for  the  year  of  established  business  will  be 
$11,500,000  divided  into  four  quarters  as  follows: 

First  quarter  beginning  with  March  account,  $1,725,000; 
second  quarter,  ending  with  June  account,  $2,875,000;  third 
quarter,  ending  with  September  account,  $2,875,000;  fourth 
quarter,  ending  with  December  account,  $4,025. 

And  the  amount  of  insurance  named  in  any  quarter,  all 
established  within  the  accounts  of  such  quarter,  you  will  be 
allowed  to  charge  $3.50  a  thousand  of  insurance  upon  the 
annual  business  furnished  therein,  and  on  the  remainder 
when  the  second  semi-annual  or  fourth  quarterly  premiums 
have  been  paid  business  will  be  regarded  as  established  in  any 
quarter  with  the  initial  premium  as  to  any  such  quarter. 

Should  you  exceed  the  amount  of  business  named  above 
within  any  such  quarter  the  excess  may  apply  to  the  quarter 
following. 

Appended  to  this  are  several  written  modifications  which  I 
will  read  in  the  order  of  their  dates : 
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Office  of  the    General    Manager,  Charles    H.    Raymond,    Gen- 
eral Agent, 

Dear  Sir: 

You  will  be  allowed  lo  per  cent,  overriding  commission  on 
twenty  and  fifteen  year  distribution  and  five  per  cent,  over- 
riding commission  on  ten-year  distribution  for  the  year  1896. 

John  C.  Elliott,  S.  D.  A. 
December  30,  1895. 

Q.  What  is  meant  by  an  overriding  commission?  A.  A  com- 
mission in  excess  of  the  rate  stated  in  the  letter  of  instruc- 
tions. 

MR.  HUGHES:  And  under  date  of  December  loth,  as 
follows : 

"Confidential. 

"Charles  H.  Raymond,   General  Agent: 

"The  scale  of  renewal  commissions  under  your  contract, 
dated  November  9,  1895,  is  hereby  amended  to  read  five  renewals 
of  10  per  cent,  and  one  of  5  per  cent. 

"John  C.  ElHott,  S.  D.  A. 

"New  York,  December  10,  1895." 

That  was  endorsed  or  marked  across,  or  marked  in  red  ink, 
"Amended  to  read  six  renewals  of  10  per  cent.,  W.  R.  G." 

Q.  When  was  that  last  amendment  made?  A.  There  is 
no  date,  sir;  I  can't  tell  when  it  was  made. 

Q.  It  applied  to  the  year  1896?  A.  Yes;  it  was  applied  to 
the  year  1896. 
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Q.  A  further  memorandum  annexed  is  as  follows: 

^'Charles  H.  Raymond,  General  Agent: 

The  bonus  offer  under  your  1896  contract  is  hereby  changed 
so  as  to  read: 

First  six  months  ending  with  June  account,  $4,000,000; 
second  six  months,  ending  with  December  account,  $6,000,000. 
Should  the  amount  of  insurance  named  in  either  six  months 
be  established  within  the  account  of  said  six  months  you  will 
be  allowed  to  charge  $3.50  a  thousand  of  insurance  upon  all 
annual  business  furnished  therein  and  on  the  remainder  when 
the  second  semi-annual  or  fourth  quarterly  premiums  have 
been  paid.     New  York,  December  17,  1895. 

John  C.  Elliott,  S.  D.  A." 

Tl\at  has  marked  across  it  in  red  ink,  "Approved  for  1897, 
October  28,  1896,  W.  R.  G." 

"Approved  for  1898  December  27,  1897,  W.  R.  G." 

A  further  memorandum  annexed  to  the  first  contract  men- 
tioned of  November  9,  1895,  is  as  follows,  dated  New  York, 
June   14,   1896: 

"Charles    H.    Raymond,    Metropolitan    General   Agent,    New 
York  City, 

Sir: 

The  contract  for  the  scale  of  compensation  for  your  general 
agency  for  the  year  1896,  dated  November,  1895,  together 
with  the  subsequent  changes  and  amendments  dated  respect- 
ively December  3  and  10,  1895,  is  hereby  extended  to  include 
all  business  done  within  the  three  years  ending  December  31, 
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1898.  All  other  requirements  and  conditions  remain  in 
force  excepting  that  the  allotments,  per  established  business, 
shall  be  at  the   discretion  of  the  company." 

Across  this  is  written  in  red  ink,  "Approved  for  the  year 
1900,  W.  R.  G." 

And  also — and  I  should  have  read  the  other  first — "Walter 
R.    Gillette,    General    Manager,  July    i,    1896.     Extended   for 

1899,  W.  R.  G." 

Q.  Well,  that  contract,  with  those  modifications,  the  firm 
of  C  H.  Raymond  &  Company  worked  under  down  through 
1893,  did  they  not,  those  terms?     A.  Yes,  that  was  so. 

Q.  And  your  compensation  to  sub-agents  remained  in  1895 
to  1899  inclusive  the  same  as  it  was  in  1894,  and  was  increased 
in  1900  so  as  to  range  from  65  per  cent,  of  the  first  year's 
commissions  and  six  renewals  of  five  per  cent,  of  the  renewal 
premiums  to  75  per  cent,  of  the  first  year's  commissions  and 
six  renewals  of  five  per  cent,  of  the  renewal  premiums,  with 
an  alternative  of  65  per  cent,  of  the  first  year's  commissions 
and  one  renewal  of  10  per  cent,  to  75  per  cent,  of  the  first 
year's  premiums  and  one  renewal  of  10  percent.?    A.  Yes,  sir. 

Q.  And  those  payments  for  commissions  to  sub-agents  re- 
mained the  same  to  1903  ?     A.  Yes,  sir. 

Q.  Now,  you  have  had  another  contract  for  the  last  two 
years?     A.  December  31,   1903,  yes,   sir. 

MR.  HUGHES:     I  ofifer  it  in  evidence. 

(Marked  Exhibit  261.) 

MR.  HUGHES :  And  I  will  read  it  on  the  record.  (Exhibit 
read.) 
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Q.  Reference  has  been  made  to  the  expenses  of  your  agency 
which  were  deducted  or  charged  against  the  renewal  com- 
missions received  by  your  firm  or  the  firm.  Did  C.  H.  Ray- 
mond &  Company  meet  out  of  its  commissions  all  the  ex- 
pense of  its  office?     A.  Yes,  all  its  office  expenses. 

Q.  Do  you  refer  now  to  its  main  office,  or  to  all  the  offices 
within  its  jurisdiction,  that  is,  subject  to  its  supervision?  A. 
Well,  there  has  been  a  change  in  the  way  of  managing  those 
offices.  Up  to  this  last  contract  the  company  in  some  cases 
paid  the  rent;  in  others  they  paid  part  of  the  rent,  and  the 
general   agency   paid-  the  other  part. 

O.  Under  the  system  that  was  in  force  prior  to  December, 
1903,  the  entire  Metropolitan  District  being  within  your  con- 
trol, all  the  branch  offices  and  all  the  sub-agency  offices  within 
that  district  were  manned  and  equipped  by  you,  were  they 
not?     A.  Yes,  sir. 

Q.  Did  you  employ  all  the  persons  that  were  employed  to 
write  insurance  for  the  Mutual  Life  Insurance  Company 
within  the  City  of  New  York?     A.  Yes,  sir. 

O.  And  did  you  employ  all  the  clerks  and  persons  who 
were  engaged  in  the  clerical  work  incident  to  the  business  of 
your  main  office  and  the  branch  offices  ?  A.  The  main  office 
without  exception.  Of  the  branch  offices  there  may  be — also 
branch  offices,  yes,  sir. 

Q.  Now,  did  the  firm  of  C.  H.  Raymond  &  Company  pay  all 
the  expenses  prior  to  December,  1903,  of  all  the  branch 
offices  within  the  Metropolitan  District?  A.  No,  sir,  they 
didn't  pay  all  the  rent. 

O.  Who  paid  the  rent  other  than  what  you  paid,  the  Com- 
pany? A.  Other  than  what  we  paid  the  Mutual  Life  paid 
always. 

Q.  What  amount  did  the  Mutual  Life  pay  in  1903,  for  rents 
of  offices  which  were  used  as  branch  offices  by  the  firm  of 
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C.  H.  Raymond  &  Company?  Now,  I  am  told  by  Mr.  Bell 
that  when  Mr.  Thebaud  became  a  member  of  the  firm  of  C. 
H.  Raymond  &  Company  in  1903  there  were  outstanding  cer- 
tain leases  of  certain  offices  used  by  the  company  within  the 
Metropohtan  District,  the  rents  accruing  upon  which  were 
paid  by  the  company,  and  not  by  C.  H.  Raymond  or  C.  H. 
Raymond  &  Company,  that  those  were  rents  of  $600,  $2,000  and 
$1,500 ;  that  after  Mr.  Thebaud  became  a  member  of  the  firm  of  C. 
H.  Raymond  &  Company,  the  business  of  the  compan}-  requiring 
additional  offices  and  additional  expenses  by  way  of  rental, 
all  those  expenses  were  met  by  C.  H.  Raymond  &  Company? 
A.  That  was  the  case. 

Q.  And  the  Mutual  Life  paid  no  more  money  than  it  had 
previously  been  called  upon  to  pay  under  these  three  leases 
that  have  been  mentioned  now.  Is  that  correct?  A.  That  is 
the  fact. 

Q.  So  that  down  to  December,  1903,  so  far  as  the  item  of 

rent  is  concerned,  it  was  included  in  the  expenses A.  Yes, 

sir. 

Q.  That  you  have  not  furnished  me  here,  which  were  de- 
ducted from  the  renewal  commissions  of  C.  H.  Raymond  & 
Company,  leaving  the  profits  that  have  been  stated  ?  A.  Yes, 
sir. 

Q.  Now,  is  that  also  true  of  the  other  expenses  incident  to 
the  branch  offices,  and  to  the  main  office,  clerk  hire,  book- 
keepers, cashiers  and  various  persons?  A.  The  company 
made  no  allowance  for  anything. 

Q.  You  get  nothing  from  the  company?    A.  No,  sir. 

Q.  You  paid  it  yourself  and  had  plenty  of  money  to  pay 
it  with  and  realize  the  profit  that  has  been  mentioned. 

(Not  answered.) 

Q.  Now,  then  at  the  end  of  1903,  or  at  the  time  this  contract 
is  made  under  date  of  December  i,  1903,  it  seems  some  new 
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arrangement  was  made  as  to  these  matters?  A.  Mr.  Hughes, 
the  company  assumed  to  take  my  contract  out  of  my  hands 
and  make  a  new  one  for  me. 

Q.  It  wasn't  at  your  instance?     A.  It  was  not,  sir. 

Q.  You  were  well  satisfied  with  the  situation  as  it  existed? 
A.  I  was. 

Q.  Who  brought  up  the  matter  of  changing  the  contract? 
A.  It  came  through  the  ofhcial  cnannels  of  the  company. 

Q.  Well,  what  were  their  names?  A.  The  Department  of 
Domestic  Agents. 

Q.  \Mio  is  at  the  head  of  that?  A.  Well,  it  came  really 
through  the  head  of  the  department,  the  general  manager,  Mr. 
McCurdy. 

O.  Through  Mr.  McCurdy?     A.  Yes. 

Q.  And  he  signified  to  you  that  the  existing  contract  should 
be  ended?     A.  Yes,  sir. 

Q.  And  a  new  contract  made?     A.  Yes. 

Q.  Now,  will  you  state  practically  what  the  effect  of  these 
cnanges  are,  translating  the  formal  provisions  of  the  con- 
rract  into  a  popular  yet  accurate  statement?  A.  The  effect 
of  the  changes  were  to  take  from  me  that  contract  which  you 
have  read  before,  which  was  an  extended  contract,  and  reduce 
the  time  of  my  service,  and  naturally  of  the  contract,  that  I 
worked  under,  to  take  the  charge  of  the  sub-agencies  out  of 
my  control  so  far  as  the  payment  of  their  expenses  were  con- 
cerned, and  to  dictate  who  the  sub-agents  should  be,  the  ex- 
tent and  number  of  sub-agents  and  the  extent  and  number  of 
officers,  the  number  of  men  in  them,  and  at  the  same  time 
made  me  responsible  for  the  work  that  they  were  doing.  But 
the  company  insisted  upon  doing  these  things,  and  they 
offered  me  a  sum  of  money  to  a  limited  extent  which  you 
have  read  there,  of  which  a  certain  portion  was  consumed  by 
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my  office,  and  accounts  made  to  the  company  for  all  those 
expenses. 

Q.  In  other  words,  they  allowed  you,  that  is,  the  firm  of 
C.  H.  Raymond  &  Company  a  certain  amount  of  money  to 
cover  rents  and  that  was  charged  in  the  account?  A.  Cover 
the  rents  and  expenses  of  the  offices. 

Q.  Well,  the  first  item  was  apparently  to  cover  rents  to 
be  charged  in  monthly  instalments  and  then  in  addition  you 
were  allowed  monthly  a  sum  up  to  96  per  cent,  of  all  new 
premiums?     A.  That  was  to  cover  all  our  expenses. 

O.  That  was  to  cover  all  your  expenses.  That  was  in  the 
nature  of  an  advance,  wasn't  it?     A.  Oh,  no. 

Q.  What  was  it?     A.  Oh,   no. 

Q.  Well,  what  is  it  ?  A.  It  was  an  advance  we  can  draw  on 
monthly  as  we   expended   the   money. 

Q.  I  meant  it  was  something  you  could  draw  on  and  use 
and  ultimately  would  be  charged  against  the  amount  that 
would  be  payable  to  you  as  commissions. 

(Not  answered.) 

Q.  Now,  as  this  is  explained  to  me  by  Mr.  Bell,  it  comes 
to  this,  that  after  or  beginning  January  i,  1904,  C.  H.  Ray- 
mond &  Company  were  to  get  a  total  out  of  first  year's  com- 
missions, that  is,  out  of  new  business,  of  96  per  cent,  of  the 
premiums.     A.  Up  to  a  certain  amount. 

Q.  Up  to  the  first  seventeen  millions  of  insurance?  A. 
Precisely. 

Q.  So  that  of  the  first  seventeen  million  dollars  of  insur- 
ance obtained  through  C.  H.  Raymond  &  Company  in  the 
City  of  New  York,  C.  H.  Raymond  &  Company  were  entitled 
to  keep  96  per  cent,  of  the  premiums?     A.  No,  sir. 

Q.  Well,  I  do  not  mean  keep  it  in  the  sense  that  they  did 
not  have  to  pay  expenses  to  sub-agents,  but  I  mean  keep  it 
as  far  as  the  Mutual  Life  Insurance  Company  was  concerned? 
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A.  Well,  we  were  entitled  to  keep  them  provided  we  paid 
certain  expenses  which  the  Mtitual  Life  Insurance  Company- 
required  us  to  pay. 

Q.  But  that  in  lieu  of  other  commissions  stated  on  first 
year's  business  was  the  compensation  of  C.  H.  Raymond  & 
Company  96  per  cent,  of  the  first  year's  premium?  A.  We 
will  call  it  so. 

Q.  Now,  there  is  a  paragraph  providing  that  $23,000  will 
be  allowed  to  cover  rents.  That  was  an  amount  which  they 
would  advance,  but  do  I  understand  that  had  to  be  included 
in  the  total  of  96  per  cent,  of  the  first  year's  business?  A. 
That  was  included  in  the  96  per  cent. 

Q.  So  it  was  not  96  per  cent,  of  the  first  year's  premiums 
plus  $23,000,  but  96  per  cent,  in  all?     A.  Minus,  if  you  will. 

Q.  I  am  speaking  of  your  relations  with  the  Mutual  Life 
Insurance  Company.  A.  We  had  to  pay  the  $23,000  out  of 
the  96  per  cent. 

Q.  Then  after  the  first  seventeen  millions  of  new  insur- 
ance C.  H.  Raymond  &  Company  were  entitled  from  the 
Mutual  Life  Insurance  Company  to  93  per  cent,  on  the  prem- 
iums paid  on  additional  insurance,  instead  of  96  per  cent.? 
A.  Precisely. 

Q.  It  is  further  provided  that  with  reference  to  renewal 
premiums  on  the  first  seventeen  million  dollars  of  business 
written  during  1904,  C.  H.  Raymond  &  Company  were  to  have 
six  per  cent,  of  the  renewal  premiums  for  six  years?  A.  Yes, 
sir;  that  was  a  reduction  from  the  old  commissions. 

Q.  That  was  a  reduction  to  six  per  cent,  for  six  years  from 
ten  per  cent,  for  six  years?    A.  As  so  stated;  yes,  sir. 

Q.  Then,  with  reference  to  the  amounts  in  excess  of  seven- 
teen millions  of  business  beginning  with  1904,  the  renewal 
commissions  payable  to  C.  H.  Raymond  &  Company  were  to 
be  six  renewals  of  three  per  cent,  each?    A.  That  is  right. 
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Q.  Now,  it  appears  that  although  this  minimum  of  seven- 
teen million  dollars  is  mentioned  upon  which  all  the  prem- 
iums resulting  from  which  C.  H.  Raymond  were  to  have  96 
per  cent.,  the  company  guaranteed  that  there  would  be  seven- 
teen millions  ?  A.  That  was  because  they  had  taken  from  me 
a  good  contract  with  an  extended  term  of  commissions  of  a 
larger  rate. 

Q.  Well,  whatever  the  reason  for  it  may  have  been,  that 
is  what  they  did.     A.  You  are  stating  the  facts,  yes. 

O.  Yes.  They  guaranteed  that  you  would  have  seventeen 
milHon  dollars?     A.  Yes,  they  did. 

O.  And  they  were  to  pay  you  on  the  basis  of  seventeen 
millions?    A.  They  were  to  do  so. 

Q.  So,  if  you  in  1904,  wrote  ten  millions  of  business  you 
would  get  96  per  cent,  on  the  premiums  which  would  have 
been  payable  had  you  written  seventeen  millions?  A.  That 
is  what  the  contract  says  would  have  been  done,  if  I  had  only 
written  ten  millions,  not  on  the  first  year's  business  but  on 
the  renewals. 

Q.  That  is  not  correct,  what  has  just  been  stated.  You  were 
in  error  in  answering  my  last  question  affirmatively.  This 
guarantee,  I  am  now  informed,  relates  only  to  renewals.  A. 
You  read  it  so  in  the  contract. 

Q.  I  will  re-read  it.  1  think  you  are  right.  The  company 
guarantees  to  you  the  establishment  of  at  least  seventeen  million 
dollars  of  new  insurance  on  business  written  within  the  year  1904, 
that  is,  that  the  company  agrees  to  reimburse  you  for  any  loss 
that  may  be  sustained  by  you  through  the  non-establishment  of 
the  said  amount  of  seventeen  million  dollars  of  new  insurance 
within  the  year  1904,  and  to  pay  to  you  six  renewal  commissions 
of  six  per  cent  on  the  premiums,  equivalent  to  the  deficiency  based 
on  the  same  ratio  of  lapses  as  the  new  business  for  1904  may 
show.    Well,  I  suppose  if  you  had  written  ten  million  dollars  in- 
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stead  of  seventeen  millions,  there  would  have  been  a  decided  loss. 
A.  Yes. 

O.  How  was  it  in  practice,  did  you  actually  write  more  than 
seventeen  millions  ?    A.   Yes,  we  did. 

Q.  So  the  question  did  not  arise?  A.  We  did  not  mean  to 
have  it  arise. 

Q.  But  your  intention,  or  the  intention  of  those  who  gave  you 
the  contract,  was  that  that  clause,  whatever  may  be  the  technical 
interpretation  of  it,  was  to  apply  to  renewals  only.  A.  That  was 
my  interpretation  of  it. 

Q.  This  contract,  as  it  states,  applied  only  to  new  business  com- 
mencing January  i.  1904,  and  the  renewal  premiums  of  business 
renewed  after  that  date,  and  your  own  contract  governed  all  re- 
ceipts prior  to  that  time — I  do  not  mean  receipts  prior  to  that  time 
time,  but  receipts  from  business  written  prior  to  that  time.  A. 
All  receipts  from  business  written  prior  to  that  time  as  provided. 

O.  The  contract  says  in  consideration  of  an  expenditure  by  the 
company  during  the  year  1904,  through  your  agency  of  an  amount 
within  the  discretion  of  the  company,  not  to  exceed  $150,000,  to 
be  disbursed  as  may  be  required  in  the  establishment  of  new 
branch  offices  within  your  district,  or  profits  that  ma)''  be  earned 
by  you  from  bonuses  on  the  new  premiums  on  new  business  paid  in 
excess  of  the  first  seventeen  million  dollars  of  business  above 
guaranteed,  are  to  be  returned  to  the  company.  During  the 
year  1904  did  you  receive  in  excess  of  the  amounts  to  which  your 
firm  was  entitled  under  this  contract  $150,000  to  be  disbursed  in 
the  establishment  of  new  offices?    A.  We  received  $127,000. 

Q.  That  is  in  excess  of  the  amounts  to  which  you  were  entitled 
under  your  contract  by  way  of  commissions?  A.  Yes,  tliat  money 
was  expended  for  the  company. 

Q.  It  was  received  and  expended  ?  A.  Received  and  expended. 
The  amount  was  $127,712.77. 

Q.  I  am  informed  by  Mr.  Beck  that  that  was  done  with  the 
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object  of  bringing  about  a  change  of  the  system  of  the  company 
from  a  general  agency  to  a  salaried  basis.  A.  That  was  the  inten- 
tion, sir. 

Q.  Have  you  received  notice  of  the  termination  of  the  contract? 
A.  I  have.     I  expected  it  from  the  time  the  contract  was  made. 

O.  Of  course,  all  of  these  contracts,  though,  in  your  personal 
name,  were  at  once  turned  over  to  the  firm  of  C.  H.  Raymond  & 
Company,  so  that  they  were  contracts  really  of  the  firm.  A.  Yes. 
That  contract  states  the  name  of  the  firm. 

Q.  Yes,  as  of  what  time  is  the  contract  to  end  under  the 
notice  that  you  have  received?  A.  On  the  31st  day  of  Decem- 
ber, 1905. 

Q.  Now,  I  notice  that  the  first  year's  commissions  in  total 
received  by  C.  H.  Raymond  &  Company  amounted  to  $818,- 
879.23,  and  that  the  net  first  year's  commissions  of  C.  H.  Ray- 
mond &  Company  for  that  year  were  $42,552.90,  but  that  in 
1904,  the  total  first  year's  commissions  of  C.  H.  Raymond  & 
Company  were  $698,969.93,  but  the  net  amount  of  the  first 
year's  commissions  of  C.  H.  Raymond  &  Company  amounted 
$72,825.59.  It  would  appear,  therefore,  that  while  the  new 
business  fell  off  from  1901  to  1904,  so  as  to  reduce  the  first 
year's  commissions  from  the  firm  about  $120,000,  the  net  com- 
missions of  C.  H.  Raymond  Si  Company  rose  some  $30,000 
from  $42,000  to  $72,000.  What  is  the  explanation  of  that? 
A.  1 90 1  as  compared  with  1904? 

Q.  Yes.  Less  business,  more  profit.  A.  We  paid  more  for 
the  new  business. 

Q.  You  paid  more,  but  this  is  what  you  got  net.  A.  Yes, 
but 

Q.  This  is  not  what  you  paid  but  what  you  got  net.  You 
got  $42,000  out  of  first  year's  commissions  in  1901,  and 
$72,000  out  of  first  year's  commissions  in  1904,  although  the 
commissions  in    1901,  in  the   aggregate  first  year's   commis- 
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sions,  were  $120,000  more  than  they  were  in  1904.  That  would 
look  as  though  there  had  been  a  very  substantial  increase  in 
the  rate  of  compensation. 

MR.  BECK:  There  were  special  amounts  paid  to  agents 
in  1901. 

MR.  HUGHES :  It  is  not  what  was  paid  agents,  but  what 
was  paid  to  Raymond  &  Company. 

MR.  BECK:     That  would  bring  down  the  net. 

Q.  As-  Mr.  Bell  explained,  the  explanation  is  due  to  the 
fact  that  the  agents  had  to  be  paid  less  in  1904  than  they  were 
paid  in  1901.  A.  They  had  to  be  paid  more  in  1901  than  they 
were  paid  in   1904. 

Q.  Well,  that  is  the  same  thing.  A.  It  is  just  the  other 
way  about. 

Q.  Well,  the  point  is,  perhaps  I  stated  it  differently  from 
what  I  intended  to — ^what  I  meant  to  say  was  the  agents 
were  paid  more  in  1901  than  they  were  paid  in  1904.  A.  Be- 
cause the  proportionate  payment  was  larger. 

Q.  Why  was  that?  A.  It  is  on  the  system  by  which,  if 
you  want  to  drive  a  steamship  sixteen  knots  an  hour  you  use 
a  certain  quantity  of  coal,  but  if  you  want  it  to  go  twenty 
knots  an  hour  you  have  to  use  pretty  near  twice  as  much 
coal. 

Q.  Did  not  you  want  to  do  as  well  in  1904  as  in  190 1  ?  A.  I 
don't  think  we  were  driven  by  the  company  to  that  extent. 
Our  limit  was  seventeen  millions  and  we  did  twenty  millions 
in  1901,  and  we  were  not  called  upon — ^we  did  the  business 

Q.  Well,  it  is  more  profitable  evidently  with  Raymond  & 
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Company,  as  with  some  steamships,  to  go  at  less  speed?  A. 
Unquestionably  so,  and  so  with  every  general  agent. 

Q.  So,  if  you  are  pushed  you  spend  more  money?  A.  When 
they  put  the  whip  on  us  we  spend  more  money  to  get  the 
business. 

Q.  Well,  Mr.  Beck  suggests  that  it  may  be  due  to  hard 
times.     I  suppose  he  means  hard  times  for  the  agents. 

MR.  BECK:  In  1901  they  may  have  had  to  pay  more 
money  to  get  the  business. 

Q.  Well,  it  would  not  be  fair  to  assume  that  the  rate  of 
income  of  C.  H.  Raymond  &  Company  had  been  improved 
or  bettered  during  that  period,  would  it? 

MR.  BECK:  It  is  simply  the  question  of  amount  paid  to 
the  agent. 

THE  WITNESS:  If  they  had  called  upon  us  for  three 
millions  of  dollars  of  extra  business  we  would  have  had  to 
put  our  money  in  and  get  it.  We  always  tried  to  get  what 
the  company  demanded  in  the  way  of  business.  If  they  served 
notice  that  they  wanted  more  business,  we  did  our  best  to 
get  it.  I  do  not  approve  of  it.  I  do  not  think  it  is  a  good 
plan  to  drive  the  business  so  hard. 

Q.  Did  it  occur  to  you  at  any  time  when  these  matters  were 
brought  up  with  the  company,  to  call  attention  to  the  fact 
that  the  earnings  of  the  firm  had  increased  to  such  an  ex- 
tent that  they  could  stand  a  reduction  of  commissions  ?  A.  I 
never  asked  them  to  reduce  my  commissions,  certainly  not 
when  they  were  cutting  me  down  of  their  own  volition,  as 
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they  did  at  the  end  of  1903,  when  they  cut  down  the  contracts 
and  cut  down  the  commissions. 

Q.  For  how  long  a  term  had  you  a  contract  at  tne  end  of 
1903,  only  one  year,  was  it  not?     A.  Yes. 

Q.  Had  not  you  had  a  contract  year  by  year  renewed  each 
year?  A.  Yes,  and  that  is  the  reason  I  did  not  get  more 
business.  If  they  had  given  me  a  three-year  or  five-year  con- 
tract I  could  have  got  more  business  each  year. 

Q.  In   what   way  were   you   cut   down?     A.  Because   they 

interrupted  my  contracts.     If  you  will  read  the  contract 

Q.  You  had  a  contract  for  1904  at  the  time  this  contract 
was  made,  the  new  contract  in  1903.  That  is  what  }0u  mean 
by  having  it  cut  ofif?  A.  Yes,  they  took  that  away  from  me 
as  I  said  before. 

Q.  Suppose  a  man  goes  into  the  Mutual  Life  Insurance 
Company's  main  office,  and  without  the  intervention  of  the 
agent,  says  he  wants  a  fifty-thousand  dollar  policy.  Who  gets 
the  commission  on  that  policy?  A.  Nobody. 
Q.  Do  they  take  such  business?  A.  They  do. 
Q.  Has  it  ever  been  the  practice  to  refer  applicants  for  in- 
surers to  C.  H.  Raymond  &  Company?  A.  Never,  except 
when  they  have  written  letters  asking  particular  questions 
about  their  policies. 

Q.  So  that  the  only  business  upon  which  C.  H.  Raymond  & 
Company  have  received  commissions,  is  business  which  origin- 
ates in  their  main  office  or  branch  offices  under  their  supervis- 
ion, or  with  agents  who  bring  it  to  them  ?  A.  That  is  precisely 
it.  We  have  had  a  competitor  in  the  Mutual  Life  Insurance 
Company  itself,  who  employed  a  man  to  walk  its  floors  to 
seize  men  who  came  in  there  and  get  them  to  insure  their 
lives,  without  going  through  any  agency,  and  saving  the  com- 
mission.    I  do  not  think  it  was  fair. 

0.  What  were  the  reasons  for  increasing  Mr.  Thebaud's  share 
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in  this  partnership  so  far  as  you  know  ?  A.  I  know  all  about  the 
reasons.    They  were  my  own. 

Q.  State  them.  A.  My  health  failed  so  I  was  unable  to  attend 
to  the  business.  I  was  obliged  to  be  away  from  the  office  for  long 
periods,  during  several  years,  and  I  was  finally  unable  to  give  my 
attention  to  the  hard  work  of  the  office.  I  was  prepared  to  retire 
from  the  business  and  wished  to  resign,  but  my  name  was  said 
to  be  a  good  trade  mark,  and  I  was  known  to  all  the  agents  of 
the  city,  and  so  I  made  a  new  arrangement  by  which  I  was  grad- 
ually let  out  as  it  were,  of  responsibility  of  working  for  the  firm. 
I  was  still  responsible  to  the  company  for  whatever  was  done 
there  in  the  agency. 

Q.  Was  it  at  the  suggestion  of  Mr.  Richard  A.  McCurdy,  or 
Robert  H.  McCurdy,  that  Mr.  Thebaud's  interest  was  increased? 
A.  It  was  not.    It  was  at  my  own,  sir. 

MR.  HUGHES :  If  you  will  give  me  the  figures  for  the  omittedi. 
years — there  were  three  years  in  one  case  and  three  years  ini 

another  case,  that  will  be  all. 

-  J 

MR.  BECK:     Yes. 

THE  CHAIRMAN :  The  Committee  will  now  take  the  usual 
adjournment  until  ten  thirty  o'clock  to-morrow  morning. 


i6ii!3 


ALDERMANIC      CHAMBER, 
City  Hall,  New  York  City. 

October  6,  1905. 

Met  pursuant  to  adjournment. 

Senator  Armstrong  in  the  Chair. 

CORNELIUS  C.  WHITE,  recalled,  testified  as  follows : 

MR.  HUGHES :  Mr.  White,  who  was  on  the  stand  yester- 
day, desires  to  make  a  correction. 

BY  MR.  HUGHES: 

Q.  Mr.  White,  I  understand,  you  wish  to  correct  your  state- 
ment of  yesterday?  A.  I  wish  to  reconcile  the  statement  of 
the  president  and  the  testimony  I  gave  yesterday. 

Q.  State  whatever  you  wish  to  say.  A.  Your  questions  yester- 
day were  as  to  whether  that  $75,000  tax  item  had  been  trans- 
ferred at  any  time  to  legal  expenses.  I  said  it  had  not.  It 
has  not;  Then  you  asked  if  it  was  put  in  the  real  estate 
amount  of  $235,000.  I  said  it  had  not,  which  is  true.  But  in 
the  testimony  that  President  McCall  gave  he  included,  as  I 
have  since  learned,  that  $75,000  with  the  item  that  had  been 
charged  to  law  expenses — with  the  total  of  items  charged  to 
law  expenses.     I  have  a  statement,  Mr.  Hughes,  if  you  wish 
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to  refer  to  it,  showing  just  how  that  $75,000  affected  the  fig- 
ures that  were  given  by  Mr.  McCall. 

O.  This  is,  then,  a  statement  of  the  payments  to  Judge 
Hamilton  during  1904,  which  aggregated  the  total  of  $141,- 
077.42,  and  included  the  $75,000  to  which  you  refer.  A.  The 
$75,000  taxes,  yes,  the  balance  being  charged  to  law  expense 
account,  the  difference  between  the  $75,000  and  the  total. 

MR.  HUGHES:     I  offer  that  in  evidence. 

(Marked  Exhibit  262  and  will  be  found  in  the  volume  of  ex- 
hibits.) 

Q.  So  you  desire  to  have  it  appear  that  the  $476,000  which 
Judge  Hamilton  had  received  during  the  years  referred  to  by 
President  McCall  included  the  $75,000  which  originally  he 
received  on  account  of  States'  Taxes  and  retained  for  other 
purposes?     A.  Yes,  that  is  right. 

Q.  And  the  $235,000  is  independent  of  the  $476,000.  A. 
Which  do  you  mean,  the  $235,000? 

Q.  The  $235,000,  of  which  you  spoke  a  moment  ago.  A. 
Yes. 

Q.  And  which  he  received  in  1904.  A.  Yes.  No  part  of 
that  is  included  in  this  $235,000  or  $441,000. 

MR.  HUGHES:  Now,  Mr.  McCurdy,  if  you  will  resume 
the  stand. 

ROBERT  H.  McCURDY,  recalled,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  McCurdy,  are  you  able  now  to  state  what  portion 
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of  the  renewal  commissions  which  you  received  on  foreign 
business  after  your  connection  with  Mr.  C.  H.  Raymond  had 
terminated,  you  paid  over  to  him,  that  is,  between  1893  and 
1898?  A.  I  shall  have  that  statement  here,  sir;  it  is  being 
typewritten  now  as  I  left  the  office. 

Q.  When  was  the  office  of  General  Manager  of  your  com- 
pany created?  A.  I  can't  say  accurately;  it  was  about  1887, 
I  should  think. 

Q.  Who  was  the  incumbent  of  that  office  before  you  be- 
came  general   manager?     A.  Dr.   Walter   R.    Gillett. 

Q.  And  what  salary  did  he  receive  ?     A.  I  don't  know,  sir. 

Q.  How  are  the  salaries  paid  to  officers  of  your  company 
fixed?     A.  They  are  fixed  by  the  Finance  Committee. 

Q.  Do  the  records  of  the  Finance  Committee  show  the  sal- 
aries paid  to  the  various  officers?  A.  I  can't  say  whether 
they  do  or  not.     They  instruct  the  cashier — the  cashier. 

Q.  They  instruct  the  cashier  by  resolution  ?  You  are  a 
member  ex-officio  of  the  Finance  Committee?     A.  Yes. 

Q.  Does  the  Finance  Committee  fix  salaries  yearly?  A. 
Any  change  they  would. 

Q.  How  recently  was  the  salary  of  the  President  of  the 
company  fixed  by  the  Finance  Committee?  A.  I  don't  know, 
sir. 

Q.  Has  it  ever  been  fixed  by  the  Finance  Committee  ?  A.  I 
have  only  been  a  member  of  the  Finance  Committee  since 
1903,  two  years.     During  that  time  I  don't  know  that  it  has. 

Q.  What  is  the  salary  of  the  President  of  the  company? 
A.  I  don't  know. 

Q.  You  have  never  known?     A.  Never. 

Q.  Does  anybody  know  beside  the  President  himself?  A.  1 
can't  say,  sir. 

Q.  I  notice  by  By-Law  11  of  the  Mutual  Life  Insurance 
Company   that  the   President  may   suspend   or  remove   any 
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General  Manager  or  General  Agent  at  pleasure.  Does  that 
receive  the  practical  construction  that  all  contracts  with 
general  agents  are  made  by  the  President  directly  or  indi- 
rectly, and  on  such  terms  as  he  may  see  fit  to  make?  A.  As 
a  matter  of  fact,  they  are  usually  made  by  the  general  man- 
ager, the  contracts  with  the  general  agents. 

Q.  So  that  since  you  have  been  general  manager  you  have 
had  supervision  of  these  contracts?    A.  Yes. 

Q.  How  many  general  agents  has  the  Mutual  Life?  I 
speak  now  of  persons  standing  in  the  same  relation  to  the 
company  that  C.  H.  Raymond  &  Company  sustain  for  the 
MetropoHtan  District?  A.  It  has  seven  in  the  United  States, 
two  in  Canada,  one  in  Mexico.  Abroad  in  the  foreign  agen- 
cies, at  present,  I  believe  that  all  the  agents  are  on  the  so- 
called  general  agency  system. 

Q.  Who  are  the  seven  general  agents  in  the  United  States? 
A.  In  Nebraska  and  Iowa  the  Flemings,  four  brothers;  in 
certain  northern  counties  of  New  York  State,  Lewis;  New 
Jersey,  Mr.  George  B.  Raymond;  New  York  City  and  Long 
Island,  Charles  H.  Raymond ;  Louisiana,  Mr.  Post ;  Arkansas, 
Mr.  Remmer;  Texas,  Chamberlain  and  Gillett. 

Q.  How  are  the  other  portions  of  the  United  States  han- 
dled by  your  company?  A.  They  are  handled  on  what  is 
known  as  the  salaried  managing  agency  system. 

Q.  Have  you  a  number  of  departments  supervised  by  a 
salaried  general  agent?  A.  We  have  some  seventy-five  or 
six  of  such  agents  in  the  United  States,  I  should  say. 

Q.  Do  these  general  agents  have  commissions  as  well  as 
salaries?  A.  They  have — they  receive  a  salary  and  usually 
a  small  percentage  on  the  first  year's  premiums. 

Q.  No  renewal  commissions?     A.  No  renewal  commissions. 

Q.  What  does  the  compensation  of  the  75  salaried  agents, 
including  whatever  commission  they  may  have  on  first  year's 
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premiums,  amount  to  annually?  A.  I  can't  say.  Their  sal- 
aries range  from  $2,400  to  $10,000. 

Q.  $10,000  is  the  maximum?  A.  $10,000,  I  think,  is  the 
highest  anyone  receives. 

Q.  And  have  you  more  than  one  salaried  agent  who  has  a 
salary  of  $10,000?    A.  No;  I  think  not. 

Q.  And  what  department  has  he?  A.  He  has  the  Depart- 
ment of  Chicago. 

Q.  That  city  alone?     A.  Cook  County. 

Q.  Well,  what  would  his  compensation  be  from  first-year 
premiums  in  addition  to  the  salary?  A.  Mr.  Preller,  can  you 
tell  me  what  the  first  year's  premiums  were  from  Chicago? 

Q.  Have  you  got  the  figures?  A.  I  supposed  those  were 
the  figures  you  wanted. 

MR.  BECK:     We  made  a  mistake  in  the  figures. 

Q.  I  am  asking  you  what  commissions  the  salaried  agent 
in  Cook  County  received  over  and  above  his  salary?  A.  He 
received  one  per  cent,  on  new  premiums  from  Cook  County. 

Q.  That  amounted  to  about  how  much? 

THE  WITNESS:  Can  you  help  me,  Mr.  Preller?  Can 
you  tell  what  the  new  premiums  were  for  Cook  County? 

MR.  PRELLER:  I  can't  tell  ofifhand.  I  can  find  out  for 
you. 

THE  WITNESS :  I  can't  give  you  that.  I  can  telephone, 
Mr.  Hughes,  if  you  want  me  to. 

Q.  For  how  long  a  time  are  the  salaried  agents  employed? 
A.  On  yearly  contracts. 
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O.  Do  you  recognize  the  fact  that  under  the  law  in  dealing 
with  officers  and  agents,  salaried  employees  of  the  company, 
it  is  necessary  to  have  contracts  not  extending  beyond  the 
term  of  one  year?  A.  That  has  always  been  the  custom. 
All  the  agents'  contracts  have  been  for  one  year. 

Q.  Well,  then,  you  must  yearly  fix  the  salaries  of  the 
officers  of  the  company,  or  has  any  officer  of  your  company 
any  agreement  with  the  company  for  longer  than  one  year? 
A.  No,  he  has  not. 

Q.  Then  what  action  is  taken  to  extend  his  compensation 
at  the  termination  of  a  given  year?  A.  No  action  that  I  know 
of,  sir. 

Q.  I  understand  that  while  you  have  been  a  member  of 
the  Finance  Committee  no  action  has  been  taken  with  regard 
to  any  salaries?     A.  Not  to  my  knowledge. 

Q.  I  read  to  you  the  provisions  of  Section  89  of  the  Insur- 
ance Laws  of  the  State  referring  to  life  insurance  companies 
in  this  State : 

"No  such  corporation  shall  make  any  agreements  with 
any  of  its  officers,  trustees,  or  salaried  employees,  whereby 
it  agrees  that  for  any  services  rendered  or  to  be  rendered 
thereafter  by  such  official,  trustee,  or  employee  he  shall  receive 
any  salary  compensation  or  emolument  that  will  extend  be- 
yond a  period  of  twelve  months  from  the  date  of  such  agree- 
ment or  contract." 

Has  any  agreement  or  contract  been  made  with  any  officer  or 
salaried  employee  or  trustee  of  the  Mutual  Life  for  compen- 
sation for  services  for  a  longer  period  than  one  year?  A.  No, 
sir ;  not  to  my  knowledge. 

Q.  Will  you  explain  how  it  is  that  in  seven  districts  the 
general  agency  system  is  still  maintained  instead  of  the  sal- 
aried agents'  system  ?  A.  I  think  I  can  best  answer  that,  Mr. 
Hughes,  by  showing  you  a  map  for  the  years  1904-1905.  That 
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is  to  say,  the  division  of  the  United  States  between  salaried 
agencies  and  commission  agencies  since  I  became  general 
manager.     Previous  to  that  time  I  have  no  official  knowledge. 

MR.  HUGHES :     I  will  mark  this  for  identification. 
(Marked  Exhibit  263  for  identification.) 

Q.  According  to  this  map  the  parts  colored  blue  are  the 
territories  under  salaried  managing  agents  and  the  parts  col- 
ored red  became  salaried  managing  agencies  from  January  i, 
1904,  and  the  white  are  still  on  the  old  basis  of  general  agen- 
cies with  commissions?  A.  They  were  at  that  time,  yes,  sir. 
The  red  indicates  agencies  that  we  had  decided  in  1903  to 
convert  on  January  i,  1904. 

Q.  When  did  you  begin  the  change  from  the  old  general 
agency  system  to  the  salaried  agency  system  ?  A.  St.  Louis — 
the  general  agency  at  St.  Louis  on  December  i,  1898,  was 
changed  from  a  commission  agency  to  a  salaried  agency 
basis. 

Q.  That  was  the  first  of  these  changes?  A.  That  was  the 
first  of  these  changes. 

Q.  What  was  the  reason  for  that  change?  A.  I  can't  say, 
sir;  I  wasn't  an  officer  of  the  company  at  the  time. 

Q.  Well,  have  you  any  idea  about  it?  A.  I  have  not.  I 
was  not  familiar  in  any  way  with  the  domestic  agency  busi- 
ness. 

O.  How  rapidly  were  other  changes  in  other  departments 
effected?  A.  On  June  i,  1900,  Chicago  was  changed;  in  1901 
two  agencies,  Baltimore  and  Topeka,  were  changed;  in  1902 
nine  agencies,  Boston,  Buffalo,  Hartford,  Cleveland,  Indian- 
apolis, Albuquerque,  Toronto,  Yonkers,  Milwaukee;  in  1903 
there  were  nine  agencies,  Denver,  Detroit,  Evansville,  Man- 
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Chester,  Providence,  San  Francisco,  New  Falls,  Springfield, 
Mass.,  Wheeling;  in  1904  there  were  eight,  Columbia,  Helena, 
Jacksonville,  Louisville,  Montgomery,  Rochester,  Terre  Haute, 
Wilmington;  in  1905  there  were  four,  Atlanta,  Philadelphia, 
St.  Paul,  Seattle. 

Q.  What  were  the  reasons  for  the  changes  that  were  made 
after  you  became  general  manager?  A.  You  mean  the  rea- 
sons why  we  selected  certain  agencies  to  change? 

Q.  No,  the  reasons  why  you  made  or  continued  making 
any  charges  at  all?  A.  In  pursuance  of  the  fixed  policy  which 
has  been  adopted  by  the  company  to  convert  in  the  general 
agency  system,  its  system  of— its  agency  system  from  general 
agency  to  the  managerial  one  on  a  salary. 

Q.  What  was  the  reason  for  the  adoption  of  that  policy? 
A.  I  was  not  an  officer  at  the  time,  sir. 

Q.  Well,  don't  you  know  as  a  general  manager  what  the 
reason  is  for  the  policy  that  you  are  carrying  out?  A.  I  do 
now ;  yes,  sir. 

Q.  Will  you  please  state  what  it  is?  A.  It  is  supposed  to 
be  more  economical  to  the  company,  more  easily  handled, 
small  agencies  rather  than  large  territories,  and  productive 
of  more  business  and  a  better  system. 

Q.  You  believe  it  to  be  a  better  system  ?  A.  I  do  believe 
it  in  certain  agencies,  in  certain  countries. 

Q.  You  believe  it  to  be  more  economical?  A.  In  certain 
countries  I  do. 

Q.  Well,  in  the  United  States?  A.  In  the  United  States 
I  do. 

Q.  In  changing  from  the  old  system  to  the  salaried  system 
what  do  you  do  with  reference  to  the  renewal  commissions 
to  which  the  general  agents  whose  basis  of  commission  is 
changed  are  entitled  under  their  previous  contracts,  do  you 
commute  them,  or  do  they  continue,  and  the  salaried  system 
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is  made  applicable  only  to  future  business  ?  A.  The  renewal 
commissions  as  called  for  by  their  contracts  are  paid  them. 

Q.  So  it  does  not  make  any  change  except  in  future  busi- 
ness?   A.  That  is  all. 

Q.  Why  did  you  not  change  C.  H.  Raymond  &  Company 
to  a  salaried  basis?  A.  That  question  leads  me  back  to  the 
contract  which  I  made  with  C.  H.  Raymond  &  Company  as 
of  December  31,  1903,  whereby  I  continued  their  contract 
which  ran  through  1904.  I  continued  it  through  1905  and 
it  is  the  contract  that  Mr.  Raymond  testified  to  yesterday,  and 
as  I  made  the  contract  I  should  like  an  opportunity  of  ex- 
plaining it  and  why  I  made  it. 

Q.  Do  you  refer  now  to  the  last  contract?  A.  To  the  last 
contract. 

Q.  Well,  we  will  come  to  that  in  just  a  minute.     A.  Yes. 

Q.  But  before  we  come  to  that,  if  I  recall  the  testimony 
aright,  the  contracts  of  C.  H.  Raymond  &  Company  were 
yearly  renewed  on  a  basis  which  obtained  as  far  back  as 
1897,  and  the  contract  appeared  to  be  approved  for  another 
year  from  time  to  time.  Am  I  right  in  that?  A.  I  believe 
you  are. 

Q.  Now,  why  was  it,  that  when  the  question  of  renewing 
C.  H.  Raymond  &  Company's  contract  for  another  year  came 
up  tfiat  the  company  did  not  put  that  agency  upon  a  salaried 
basis?  A.  They  had  a  contract  when  I  became  general  man- 
ager in  July,  1903,  which  terminated  December  31,  1904.  That 
contract  was  not  made  by  me.  It  was  made  by  my  prede- 
cessor. 

Q.  Dr.  Gillette?    A.  Dr.  Gillette,  I  believe. 

Q.  So  that  you  do  not  know  why  it  was  that  any  of  these 
contracts  were  made  with  C.  H.  Raymond  &  Company  prior 
to  the  time  when  you  became  general  manager?    A.  No,  sir. 

Q.  So  far  as  you  know  was  there  any  reason  why  C.  H. 
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Raymond  &  Company,  when  their  contract  expired,  we  will 
say,  in  1900,  should  not  have  been  changed  to  a  salary  basis  ? 
A.  I  am  not  familiar  with  the  conditions  existing  in  their 
agency  or  in  other  domestic  agencies  at  that  time. 

Q.  Well,  that  is  the  point  I  wanted  to  get  at.  So  far  as 
you  know,  with  whatever  familiarity  you  had  with  the  affairs 
of  the  company,  there  was  no  reason  why  that  change  should 
not  have  been  made  at  that  time?  A.  I  had  no  familiarity 
with  the  agency  affairs  in  this  company  at  that  time. 

Q.  Then  you  did  not  know  anything  about  it?  A.  I  knew 
nothing  about  it. 

Q.  Was  that  question  discussed  by  you  with  aiiyone?  A 
At  that  time? 

Q.  Yes.     A.  No,  sir. 

Q.  Now,  I  mean  in  the  years  1900  to  1903,  we  will  say,  be- 
fore you  became  general  manager?     A.  No,  sir;  it  was  not. 

Q.  Did  you  ever  talk  with  your  father  in  regard  to  domestic 
business?  A.  Only  in  a  general  way,  not  with  reference  to 
this  contract. 

Q.  Not  with  reference  to  the  changing  of  agencies  from  one 
system  to  another?  A.  Only  as  an  expression  of  my  views  as 
to  the  advantage  in  doing  so,  principally  as  applied  to  foreign 
agencies. 

Q.  Well,  the  advantage  was  more  conspicuous  in  the  United 
States,  I  suppose,  but  you  expressed  your  opinion  of  the  un- 
desirability  of  it  abroad,  is  that  what  you  mean?  A.  I  tried 
it  abroad,  sir,  and  it  did  not  work. 

Q.  When  it  came  to  1903  and  you,  as  general  manager,  had 
the  question  up  of  renewing  the  contract  with  C.  H.  Ray- 
mond &  Company,  you  entered  into  this  last  contract,  you 
desired,  as  I  understand,  to  explain  your  reasons?     A.  I  do. 

Q.  Will  you  please  do  so?  A.  When  I  became  general 
manager  in  July,  1903,  I  found,  as  I  say,  that  C.  H.  Raymond 
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&  Company  had  a  contract  which  ran  through  1904.  They 
were  doing  a  business,  and  had  been  doing  a  business  for  five 
years  previous  to  that  time,  which  averaged  seventeen  milHons 
of  business  a  year.  They  had  six  branch  offices  in  this  city 
and  Brooklyn.  The  other  companies,  principally  the  New 
York  Life  and  the  Equitable,  were  establishing  branch  offices 
all  over  the  town.  I  wanted  to  do  the  same.  I  wanted  to 
develop  the  business  for  the  company  here  in  New  York,  and 
I  wanted  to  do  so  by  establishing  a  number  of  branch  offices 
with  respective  managers.  To  do  that  I  calculated  it  would 
cost  the  first  year  of  the  establishment  of  such  offices  about 
one  hundred  and  fifty  thousand  dollars.  I  could  not  very 
well  ask  C.  H.  Raymond  &  Company,  who  had  a  contract 
running  for  eighteen  months,  to  put  in  one  hundred  and  fifty 
thousand  dollars.  I  could  not  very  well  instruct  or  ask  C. 
H.  Raymond  &  Company  to  put  up  one  hundred  and  fifty 
thousand  dollars  in  renting  and  furnishing  and  establishing 
offices  when  the  length  of  their  contract  was  for  eighteen 
months,  and  they  had  every  reason  to  believe  that  at  the  ex- 
piration of  that  contract,  following  the  general  policy  of  the 
company,  that  their  agency  would  also  be  coverted  into  a 
salaried  basis.  A/A^hat  I  wanted  to  do  was  to  save  a  year  and 
a  half's  time,  and  not  to  wait  until  December  31,  1904,  before 
acting  for  the  company.  I  could  go  ahead  and  develop  the 
business  of  the  company  by  establishing  these  offices.  So  I 
made  this  contract  with  them.  I  said  practically,  if  you  will 
allow  us,  the  company,  to  estabHsh  these  offices  now,  we  will 
go  ahead  and  do  so,  and  we  will  spend  not  to  exceed  $150,000, 
which  was  to  be  spent  under  the  direction  and  super- 
vision of  the  company's  managers  of  its  domestic  agencies, 
Mr.  Dexter.  If  you  will  allow  us  to  do  that,  we  will  do  so, 
and  we  will  guarantee  that  you  shall  receive  seventeen  mill- 
ions of  business,  that  having  been  the  average  amount  that 
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the  agency  was  doing  for  the  five  previous  years.  There- 
fore, I  assumed  that  it  was  safe  for  them  to  assume  that  they 
would  do  seventeen  million  dollars  if  not  interfered  with  in 
the  carrying  on  of  their  own  business  by  the  company,  there- 
fore I  guaranteed  them  that  amount.  Then  they  were  re- 
ceiving renewal  commissions,  six  renewal  commissions  of  ten 
per  cent.  I  reduced  those  renewal  commissions  from  ten  per 
cent,  to  six  per  cent.,  thereby  making  an  annual  reduction  of 
four  per  cent,  on  the  renewal  commissions  on  business  up  to 
seventeen  million  dollars.  They  were  then  receiving  on  the 
first  year's  business  873/2,  per  cent,  commission.  As  an  offset 
to  the  reduction  of  six  renewals,  of  four  per  cent,  each,  I  in- 
creased their  first  year's  commission  from  87%  per  cent,  to 
96  per  cent.  I  thereby  commuted  renewals  on  an  assumed 
premium  income  at  $40  a  thousand,  the  rate  that  we  always 
take,  on  seventeen  million  dollars,  that  would  be  new  prem- 
iums of  $680,000.  Six  renewals  of  4  per  cent,  each,  the  amount 
of  the  reduction  which  came  back  to  the  company,  amounted 
to  $163,200.  That  was  their  face  value,  those  renewals;  8% 
per  cent,  on  the  first  year's  premiums,  the  amount  that  I 
increased  their  first  year's  commission,  amounted  to  $57,800, 
so  that  by  that  increase  of  first  year's  commission  and  re- 
duction of  renewals,  I  was  saving  the  company  $47,600.  That 
was  the  reason  I  increased  their  first  year's  commission,  and 
cut  down  their  renewal  commission  up  to  seventeen  million 
dollars.  Then  I  said  we  are  guaranteeing  you  seventeen  mill- 
ion dollars.  Now,  we  are  putting  up  practically  $150,000 
to  develop  this  business,  I  expect  that  the  establishment  of 
these  offices  will  result  in  a  very  large  increase  of  business, 
it  will  exceed  seventeen  millions  of  dollars,  but  it  will  be  the 
company's  money  which  will  have  developed  this  business, 
and,  therefore,  I  require  that  on  the  excess  of  seventeen  million 
dollars,  instead  of  receiving  ten  per  cent,  commission  as  you 
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now  received,  you  shall  cut  that  down  to  three  per  cent.  I 
thereb}^  saved  the  company  a  renewal  commission  of  seven 
per  cent,  on  business  in  excess  of  seventeen  miUions  of  dollars. 
By  that  contract,  in  exchange  for  these  concessions  which 
the  firm  of  C.  H.  Raymond  &  Company  were  making,  giving 
up  these  renewal  commissions  in  excess,  or  rather  cutting 
down  the  renewal  commissions  to  three  per  cent,  in  excess 
of  seventeen  millions,  allowing  the  company  to  come  in  and 
build  up  an  organization  and  establish  branch  offices,  an 
organization  which  would  be  a  working  and  effective  organiza- 
tion to  turn  this  agency  over  as  a  growing  concern,  when  we 
should  convert  C.  H.  Ra3^mond  &  Company  from  the  com- 
mission basis  to  the  salaried  agency — I  say,  in  consideration 
of  the  firm  allowing  me  to  go  in  and  do  this  thing  for  the 
account  of  the  company,  I  extended  the  term  of  their  con- 
tract for  one  year.  That  was  the  reason  I  did  it.  When,  as 
I  say,  during  the  time  in  1904,  not  to  lose  eighteen  months 
while  our  competitors  were  going  ahead,  and  to  be  able  to  do 
the  same  thing  they  were  doing,  and  to  have  the  Metropolitan 
District  in  such  a  condition  that  at  the  end  of  1905,  I  could 
convert  it  into  a  managing  agency  on  a  salaried  basis  and 
have  a  developed  organization  with  fourteen  branch  offices, 
fifteen  including  the  home  office,  fifteen  officies  instead  of 
six.     That  I  did. 

Q.  Did  you  make  a  calculation  as  to  what  amounts  C.  H. 
Raymond  &  Company  would  make  in  1904  under  the  new 
scheme  of  compensation?  A.  The  scheme  of  compensation 
on  first  year's  commissions  with  the  exception  of  substituting 
a  face  value  of  $161,000,  by  $57,000,  was  the  same  as  they 
were  then  getting. 

Q.  Did  you  know  what  amount  they  had  been  making? 
A.  I  did  not. 

Q.  Did  not  you  inquire?    A.  I  did  not. 
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Q.  Did  you  not  think  it  a  part  of  your  duty  as  general  man- 
ager to  ascertain  whether  the  general  agent  was  getting  more 
money  than  the  company  could  afford  to  pay?  A.  The  gen- 
eral agent  was  getting  the  same — was  receiving  the  same  com- 
mission contract  that  the  other  general  agents,  that  is  to  say 
commission  agents  of  the  company,  were  getting  plus  an 
allowance  of  ten  and  2%^ — about  12%  per  cent.,  I  think,  it 
was  ten  per  cent,  and  2I/2,  or  something  or  other  which  was 
a  necessity  by  the  conditions  existing  in  the  insurance  busi- 
ness here  in  New  York  City.  Those  conditions  do  not  exist 
except  in  certain  other  portions  of  the  United  States,  prin- 
cipally in  large  cities  where  men  have  got  to  be  paid  more. 

Q.  Let  us  see.  Are  you  able  now  to  state  how  much  your 
general  agent  in  Cook  County  made  in  1903  ?  A.  Mr.  Preller, 
have  you  got  the  first  year's  premiums  from  Cook  County 
yet? 

MR.    PRELLER:     No.     Do   you   want  them? 

THE  WITNESS:     Yes.     W'ill  you  telephone  for  them? 

O.  I  thought  3^ou  had  them  here,  is  the  reason  I  asked  that 
question. 

^IR.  BECK:  We  would  not  know  the  net  profits  to  the 
Cook  County  agent,  and  I  would  suggest  if  you  would  ask 
the  witness  whether  it  is  the  custom  of  the  company,  or  any 
other  company,  to  inquire  what  the  net  profits  of  the  general 
agencies  are. 

Q.  I  think  that  is  a  very  pertinent  question  and  I  will  ask 
it.  Is  it  the  practice  of  those  who  make  contracts  with  general 
agents  to  find  out  how  profitable  the  contracts  already  existing 
with  such  aafcnts  are?     A.  It  is  not. 
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Q.  In  other  words,  you  go  on  making  contracts  with  general 
agents  for  the  payments  of  commissions  or  salary  plus  com- 
missions without  knowing  how  much  money  the  general 
agent  is  making  under  the  system  already  in  existence?  A. 
That  is  not  quite  so.  The  company  pays,  as  does  every  other 
company,  and  I  suppose  every  other  business,  as  much  com- 
missions as  it  is  necessary  to  pay  to  secure  business. 

Q.  You  recognize  the  fact,  do  you  not,  that  the  expense  in 
procuring  business  presents  a  very  serious  question  for  the 
insurance  companies?  A.  I  think  all  the  companies  would 
be  glad  to  reduce  their  expenses  if  it  were  possible. 

O.  Has  it  not  been  brought  sharply  to  your  attention  as 
general  manager  of  the  Mutual  Life  Insurance  Company  that 
in  the  year  1904  the  amount  expended  by  the  Mutual  Life 
Insurance  Company  was  very  largely  in  excess  of  the  loading 
upon  its  premiums  to  meet  expenses  ?  A.  Not  in  that  form,  I 
think,  Mr.  Hughes. 

Q.  I  find  in  the  insurance  year  book  that  for  1904  the  loading 
earned  on  premiums  and  annuities  by  your  company  was 
$13,973,720  and  that  the  insurance  expenses  incurred  were 
$15,278,727,  and  that  the  percentage  of  insurance  expenses 
to  loading  was  109.34  per  cent.  Are  you  acquainted  with 
those  facts?  A.  No,  sir;  I  was  not  acquainted.  I  may  say 
that  the  actuary — (book  handed  to  witness  by  Mr.  Hughes)  — 
no,  I  have  not  seen  it.  I  may  say  that  the  actuary  makes  those 
calculations.     My  'duties  have  not  been  in  that  direction. 

Q.  It  also  appears  from  the  Insurance  Year  Book  that  the 
dividends  to  policyholders,  exclusive,  of  course,  of  death 
claims  paid  and  matured  and  endowments  and  surrendered 
policies,  aggregated  in  1904  $2,674,207,  about  $200,000  less 
than  in  1903  and  about  $200,000  more  than  in  1902,  and  that 
during  the_  same  year  your  gain  and  loss  exhibit  showed  an 
excess  of  insurance  expense  incurred  over  the  amount  loaded 
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upon  premiums  and  annuities  to  meet  such  expenses  of  con- 
siderably over  a  million  dollars.  Now  was  there  not  a  dis- 
cussion among  the  officers  of  your  company  to  ascertain  what 
steps  could  be  taken  to  reduce  your  expenses,  and  among  your 
expenses  the  expense  of  getting  new  business?  A.  That  is 
a  constant  effort  of  the  officers,  to  reduce  expenses,  but  no 
means  has  been  found  of  reducing  expenses  unless  you  very 
seriously  reduce  your  business. 

Q.  Well,  you  reduce  expenses  when  you  change  to  a  sal- 
aried basis,  for  example,  the  general  agencies,  don't  you?  A. 
Ultimately,  carried  through  a  series  of  years,  you  do.  The 
immediate  eflfect  though  of  converting  from  the  commission 
basis  to  a  salary  basis  is  an  increase  of  cost  of  the  first  year's 
business. 

Q.  It  would  appear  from  the  statement  that  has  been  in- 
troduced in  evidence  that  in  the  year  1902  C.  H.  Raymond 
&  Company  had  made  net  some  $214,000  over  and  above  their 
expenses,  and  in  1903  some  $228,000,  and  in  1904  some 
$247,000.  Are  we  to  assume  that  in  making  this  new  contract 
in  1903  you  did  not  take  any  steps  to  ascertain  whether  C.  H. 
Raymond  &  Company  were  making  more  mone}^  than  could 
properly  be  expended  by  your  company  in  rewarding  general 
agents  for  their  services?     A.  I  did  not. 

Q.  Did  anybody  else  in  your  company?  A.  Not  that  I 
know  of,  no. 

Q.  Of  course  you  know  Mr.  Thebaud  very  well?     A.  I  do. 

Q.  You  both  live  in  Morristown?    A.  Practically,  yes. 

O.  You  are  intimate  not  only  as  members  of  the  same  family 
but  as  associated  in  the  same  business?    A.  Yes. 

Q.  Did  not  you  know  what  Mr.  Thebaud  was  making  out 
of  the  company?    A.  I  had  not  the  slightest  idea. 
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BY  MR.  ROGERS: 

Q.  As  the  custodian  of  the  funds  of  this  company,  in  a 
great  fiduciary  capacity,  how  do  you  justify  your  failure  to 
make  such  inquiry,  I  mean  the  custodian  in  a  general  way? 
A.  The  officers  of  the  company  have  none  of  them  had  any 
means  of  knowing  what  the  profits  of  general  agents  were. 
On  the  general  agency  system  the  business,  as  I  said  yester- 
day, is  farmed  out.  The  general  agent  is  paid  a  gross  com- 
mission. That  gross  commission  is  regulated  by  the  amouni. 
that  we  know  the  other  companies  pay  in  the  same  field,  and 
that  it  is  necessary  to  pay  that  the  general  agents  shall  be 
in  a  position  to  pay  as  much  as  is  paid  by  other  companies. 
That  is  the  way  the  gross  commission  is  regulated.  The 
amount  that  the  general  agent  makes  out  of  that  contract 
depends  largely  upon  himself  and  the  organization  of  his 
particular  territory.  If  he  can  get  business  from  a  sub-agent 
for  30  per  cent,  when  he  is  receiving  60  per  cent,  he  does  it. 
If  it  is  necessary  for  him  to  pay  80  per  cent,  when  he  is  re- 
ceiving 75  per  cent,  he  is  very  apt  to  do  it  if  he  wants  the 
business  and  wants  to  get  the  renewal  on  it.  In  other  words, 
the  general  agent  is  practically  a  merchant  conducting  busi- 
ness on  his  own  account,  for  his  own  profit.  He  is  respon- 
sible to  the  company  practically  for  everything,  every  policy 
that  is  delivered  to  him  he  is  responsible  for  that  premium 
and  is  responsible  for  all  defalcations  that  may  occur;  he 
is  responsible  for  losses  and  for  medical  fees  on  policies  not 
taken;  he  is  responsible  for  a  variety  of  things,  postage, 
telegrams,  he  pays  everything.  He  is,  in  fact,  a  merchant  on 
his  own  account.  That  has  been  the  system  on  which  all  the 
life  insurance  companies  not  only  in  this  country  but  abroad 
have  built  up  their  business. 

Q.  That  responsibility  does  not  amount  to  a  guarantee  of 
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payment  of  premiums  if  they  are  not  paid  by  the  insured? 
A.  Not  by  the  insured,  but  if  they  are  collected  by  his  agents. 
Of  course  he  is  at  liberty  to  return  the  policy  if  he  does  not 
collect  the  premium.     But  that  general  agency  system,  as  it 
is  called,  has  been  the  system  which  has  built  up  all  these 
large  companies.     It  is  large  rewards  for  large  achievements. 
It  has  been  not  only  so  in  the  life  insurance  business,  but 
it  has  been  so,  I  may  say,  in  this  whole  country,  large  rewards 
for  large  achievements.     It  has  been  so  in  the  steel  business, 
railroads  and  iron  and  every  other  industry.     An  agent  for 
the   Mutual    Life  or  any  other  general  agent  for  any  other 
company,   if   he    does    a   large   business,   a   good   business,   a 
stable  business  that  renews  and  is  profitable  to  the  company, 
makes  large  profits  out  of  it.     And  with  regard  to  this  New 
York  general  agency,  as  I  said,  I  was  not  aware  until  two 
days  ago,  when  I  saw  that  statement,  what  the  profits  were. 
I  had  no  idea  what  the  profits  of  C.  H.  Raymond  were,  nor 
did  I  know  until  a  couple  of  months  ago  the  proportion  on 
which  they  were  divided  between  Mr.  Thebaud  and  Mr.  Ray- 
mond.    But  I  want  to  say  that  this  business  in  New  York 
is   probably   the   best  business   the   company  has   got  on  its 
books.     It  renews  better,  the  medical  examinations  are  made 
more   closely,   it  is   under  our   direct   supervision   and   if  the 
general   agent  has   made   large   profits  he  has   given  a  large 
and  most  excellent  business  to  the  company  and  he  is  only, 
to  my  way  of  thinking,  following  out  the  entire  system  which 
had  prevailed  in  the  developing    of    this    whole    country,  of 
large  rewards  for  large  achievements.     And,  in  that  sense,  I 
think  he  has  been  justified  in  making  large  profits. 

O.  If  it  is  the  best  business,  as  you  state,  and  as  I  have 
no  question,  why  then  should  not  the  remuneration  for  it 
be  proportionately  lower  rather  than  larger  that  that  of  other 
agencies,  following  out  the  law  of  business  which  you  have 
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been   invoking?     A.  A   man   scarcely   gets  paid   smaller   profits 
for  doing  good  work  than  on  bad  work. 

Q.  No,  but  the  compensation  for  obtaining  that  which  is 
best  in  the  sense  of  being  most  permanent  is  usually  lower? 
A.  It  is  best  for  him  and  it  is  best  for  the  company.  It  would 
not  be  good  for  him  if  it  were  not  good  for  the  company,  and 
if  it  is  bad  business  for  the  company  it  is  bad  for  him. 

Q.  For  example,  the  rate  of  interest  on  the  best  security  is 
and  ought  to  be  lower  than  upon  that  which  is  of  a  lesser 
degree  in  value?  A.  Well,  that  is  rather  averse  when  you 
go  into  securities  that  bring  investment  returns.  I  am  speak- 
ing of  producing  business  desirable  either  to  a  life  insurance 
company  or  to  any  other  company ;  in  any  business,  in  fact. 

BY  MR.  HUGHES: 

Q.  It  is  very  interesting  to  follow  that  thought  of  yours 
about  large  rewards  for  large  achievements,  but  it  is  pertinent 
to  inquire  just  who  are  benefited  by  those  achievements.  It 
is  easy  to  see  that  C.  H.  Raymond  &  Company  have  been,  but 
I  see  by  looking  at  your  dividends  to  policyholders  that  in 
1897  they  amounted  to  $2,507,521,  whereas  in  1904  they 
amount  only  to  $2,674,207,  an  increase  in  the  operations  of 
your  company,  that  is,  to  policyholders  in  dividends,  through 
the  operations  of  your  company  of  about  $170,000.  Now,  is 
not  that  because  of  the  very  large  expenses  that  your  company 
has  been  under?    A.  Not  of  necessity;  no,  sir. 

Q.  Well,  that  is  the  explanation  of  it?  A.  One  explana- 
tion of  it,  that  the  amount  of  dividends  paid  in  any  one  year 
by  the  Mutual  Life,  or  by  the  New  York  Life,  or  the  Equita- 
ble Life,  depends  upon  the  number  of  deferred  dividend  pol- 
icies which  became  entitled  to  dividends  in  that  year.  So 
then,  during  the  years  that  a  company  is  doing  business  on  a 
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deferred  dividend  system  it  is  not  paying  dividends;  it  is 
earning  dividends,  putting  them  away  in  surplus,  but  it  is 
not  paying  them.  Those  dividends  are  paid  as  the  policy 
contracts  mature.  In  other  words,  you  would  say  that  the 
dividends  paid  to  policyholders  would  not  furnish  a  fair  cri- 
terion of  the  prosperity  of  the  company  ?     A.  It  would  not. 

Q.  And  you  have  constantly  for  many  years  been  writing 
deferred  dividend  policies  very  largely,  so  that  each  year  a 
group  of  policies  matured,  is  not  that  so  ?  A.  No  twenty-year 
distribution  policy  has  yet  matured. 

Q.  Oh,  indeed.  And  these  policies  that  have  been  maturing 
are  of  what  class  ?  A.  Distribution  policies  of  a  less  time  than 
the  twenty  years — five,  ten  and  fifteen. 

Q.  Of  course  you  would  recognize  the  feasibility  of  paying 
only  a  hundred  thousand  dollars  for  business  if  you  could  get 
it  for  a  hundred  thousand  dollars,  and  riot  pay  two  hundred 
and  fifty  thousand  dollars  for  it  if  it  was  not  necessary?  A. 
Naturally. 

Q.  But  there  must  be  some  limit  to  what  you  would  allow 
general-  agents  to  make.  Do  I  understand  that  the  amount 
of  compensation  is  really  governed  by  what  you  find  out  other 
companies  pay?  A.  By  what  it  is  necessary  to  pay  in  the 
prevailing  market  in  which  you  are  doing  business  if  you  want 
to  continue  business. 

Q.  Well,  now,  what  general  agent  in  New  York,  accord- 
ing to  your  knowledge,  was  getting  as  much  money  out  of  the 
insurance  business  as  C.  H.  Raymond  &  Company?  If  you 
have  any  information  on  that  subject  we  would  be  very  glad 
to  have  it?  A.  I  haven't  any  information.  I  didn't  know 
what  they  were  getting  out  of  it  until  two  days  ago. 

Q.  Then  how  can  you  fix  the  compensation  of  C.  H.  Ray- 
mond &  Company  with  reference  to  what  other  agents  get? 
A.  Because  it  is  necessary  for  C.  H.  Raymond  &  Company — it 
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is  necessary  for  C.  H.  Raymond  &  Company  to  pay  prac- 
tically eighty  and  eighty-five  per  cent,  for  their  business. 
Now,  I  have  here  one  of  many  circulars  which  one  of  our 
agents  received  on  October  4,  1905.  I  won't  mention  the 
name  of  the  company,  but  they  sa}^— they  offer  annual  divi- 
dend commission  of  seventy-five  per  cent.,  non-participating 
sixty.  Here  is  their  circular:  Commissions,  seventy-five  per 
cent,  on  participating,  sixty-five  per  cent,  on  non-participating. 
Renewals,  we  are  making  the  very  highest  renewal  commis- 
sions for  personal  or  surplus  business.  That  means  to  say 
that  C.  H.  Raymond  &  Company,  who  were  getting  eighty- 
seven  and  a  half  per  cent,  have  practically  got  to  pay  seventy- 
five  and  eighty ;  for  large  business  they  have  got  to  pay  more 
than  eighty  per  cent. 

Q.  Well,  do  you  know  that  the  Equitable,  for  example, 
pays  any  general  agents  in  New  York  City  as  much  as  C.  H. 
Raymond  &  Company  received?  A.  I  don't  know  what  the 
agents  of  the  Equitable  get. 

Q.  Or  that  the  New  York  Life  paid  any  general  agents 
in  this  city  as  much  as  C.  H.  Raymond  &  Company  received? 
A.  I  know  that  the  agents  of  the  company  receive  from  either 
the  New  York  Life  or  Equitable  as  high  commissions  as  ours 
do.  That  is  to  say,  ours  are  not  paid  higher  than  they  can  get 
at  the  other  companies. 

Q.  I  am  not  speaking  now  of  the  man  who  writes  the  busi- 
ness, of  the  man  who  actually  gets  the  policy.  I  am  speaking 
now  of  the  general  agent  whom  the  company  pays  for  the 
business.  Is  there  any  general  agent  that  you  know  of  who 
gets  as  much  or  has  received  as  much  in  the  last  two  years 
as  C.  H.  Raymond  &  Company  ?  A.  I  don't  know  what  any  of 
their  general  agents  get. 

Q.  So  that  you  had  no  such  basis  for  comparison  when 
you  made  this  contract  with  C.  H.  Raymond  &  Company?     A. 
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I  simply  continued  th^  contract  that  my  predecessor  had 
made  with  certain  modifications  which  I  thought  were  to  the 
advantage  of  the  company. 

Q.  Didn't  it  ever  occur  to  you  to  say  to  Mr.  Thebaud  in 
your  intimate  relations  with  him,  "What  are  you  getting  out 
of  this?  How  much  is  the  company  actually  paying  you? 
We  want  to  reduce  expenses."  A.  I  never  asked  him  about 
his  personal  affairs;  no. 

Q.  Well,  his  personal  affairs  happened  to  be  also  the 
affairs  of  the  Mutual  Life  Insurance  Company.  What  have 
you  done,  if  anything,  in  the  last  year  or  two  years,  under 
your  management,  to  reduce  the  expenses  of  the  Mutual  Life? 
A.  I  have  reduced — I  cut  down  commissions  in  some  of  the 
agencies  where  it  was  possible. 

Q.  Now,  what  general  agency  have  you  cut  down  the  com- 
missions? A.  Well,  there — I  am  afraid  you  have  got  me 
there.  There  were  some  of  the  managing  agencies  in  the 
smaller  districts. 

Q.  Have  you  cut  down  any  large  agencies?  A.  Not  in 
the  large  cities  where  it  is  necessary  to  pay  large  commis- 
sions, no. 

Q.  Have  you  cut  down  any  salaries  either  in  the  home  office 
or  elsewhere?     A.  No  salaries,  no. 

Q.  Have  you  cut  down  any  other  expenses?  A.  Yes;  I 
have  reduced,  last  year,  for  1904 — the  printing  and  stationery 
and  supplies  were  reduced . 

Q.  Do  you  recollect,  Mr.  Preller,  how  much  it  was  cut 
down? 

MR.  PRELLER:  1904?  I  can't  answer  offhand;  I  can 
get  it. 
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THE  WITNESS :  It  was  considerably  reduced  and  the 
general  expenses  of  the  company  last  year  were  reduced. 

Q.  In  what  way?  A.  For  1904 — for  1904  the  company  did 
twenty-three  millions  more  business  than  the  year  before  and 
its  ratio  of  expenses  was  reduced  on  first  year's  business — it 
is  my  impression  it  was  reduced  about  2  per  cent.  It  is  diffi- 
cult to  recollect. 

Q;  It  would  appear  that  the  new  business  of  1904  was 
sixteen  millions  more  than  the  new  business  of  1903  ?  A.  Was 
it  sixteen?     I  thought  it  was  twenty-six. 

Q.  The  figures  here  are  $215,000,000  for  1903  and  $231,- 
000,000  for  1904.  A.  Yes.  Then  I  was  carrying  it  for  two 
years.  I  think  the  increase  in  the  previous  year  was  about 
ten. 

Q.  For  two   years?     A.  Yes. 

Q.  The  expenses  in  1902  were  $15,078,050,  in  1903 
$16,152,000  and  in  1904  $16,898,000. 

CHAIRMAN  ARMSTRONG:  Are  the  percentages  given 
there,  Mr.  Hughes? 

MR.  HUGHES :     No,  they  are  not  right  here. 
BY  CHAIRMAN  ARMSTRONG: 

Q.  At  what  ratio  do  you  figure  expenses,  Mr.  McCurdy? 
A.  What  did  it  cost 

Q.  What  was  the  ratio  of  expenses?  A.  The  ratio  of  ex- 
penses was  about  25  per  cent.,  was  it  not,  Mr.  Preller? 

Q.  You  don't  understand  me.  What  basis  did  you  adopt 
as  a  ratio?  By  dividing  your  gross  expenses  by  the  amount 
of  first  year's  business  put?  A.  There  are  a  variety,  a  great 
number  of  ways  of  calculating 
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Q .  What  ratio  do  you  refer  to  when  you  say  it  was  reduced  2 
per  cent.?     A.  The  percentage  of  income  to  outgo. 
Q.  Total  income  to  total  outgo?    A.  Yes. 

BY  MR.  HUGHES: 

Q.  Well,  the  total  income  of  your  company  in  1902  was 
$73,305,023  and  your  expenses  $15,078,950;  in  1903  your  total 
income  was  $77,333,713,  your  total  expenses  $16,152,412.  In 
1904  your  total  income  was  $81,002,984  and  your  total  expenses 
$16,898,456.  Do  you  know  what  loading  there  is  upon  your 
premiums  to  meet  expenses — what  percentage  is  taken  of  the 
premiums  for  that  purpose?  A.  It  varies.  That  is  an  actuarial 
question  I  am  not  competent  to  answer.  It  varies  on  different 
forms  of  policies  I  think. 

Q.  There  is  no  effort,  so  far  as  you  know,  in  your  company  to 
disregard  the  importance  of  the  loading  being  sufficient  to  meet 
the  expenses.  You  don't  intentionally  put  aside  that  question? 
A.  Why  no. 

Q.  Your  intention  is  to  have  the  loading  meet  the  expenses  and 
have  a  saving?  A.  Our  intention  is  to  get  the  expenses  down  as 
low  as  we  can. 

Q.  And  one  of  the  sources  of  increase  or  of  surplus  in  the  insur- 
ance company  is  the  amount  you  may  make  over  the  amount 
with  which  you  have  loaded  your  premiums  to  meet  expenses. 
Isn't  that  so?  A.  I  presume  it  is,  Mr.  Hughes.  These  are 
actuarial  questions  that  I  am  not  competent  to  answer. 

Q.  Now  I  notice  that  in  the  case  of  the  Equitable  the  loading 
on  premituns  and  annuities  was  $15,346,022  and  the  insurance 
expenses  incurred  were  $13,880,583  or  94  per  cent,  of  the  loading; 
that  in  the  case  of  the  New  York  Life  the  loading  was  $18,279,492 
and  the  insurance  expenses  incurred  were  $18,237,764  or  99.77 
per  cent,  of  the  loading  while  as  I  have  stated  in  the  case  of  the 
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Mutual  Life,  the  loading  was  $13,983,720  and  the  insurance 
expenses  were  $15,278,727  or  109.34  per  cent,  of  the  loading. 
Has  not  this  matter,  I  am  getting  at,  been  taken  up  seriously  by 
the  executive  officers  of  your  company  to  see  if  they  could  not 
get  the  expenses  of  your  company  down  ?  A.  It  has  undoubtedly 
been  considered  by  the  actuary  and  I  presume  by  the  president 
or  vice  president,  but  it  never  came  within  my  functions  to  con- 
sider those  quessions. 

Q.  Is  there  any  general  agent  in  the  United  States  of  your 
company  during  the  last  two  years  who  has  received  as  much  as 
C.  H.  Rayjmond  &  Company  ?     A.  You  mean  as  much  net  profits  ? 

Q.  Yes.     A.  I  don't  know. 

Q.  Is  there  any  agent  or  firm  of  general  agents  in  the  United 
States  that  have  during  the  last  two  received  as  high  a  rate  of 
compensation  as  C.  H.  Raymond  &  Company?  A.  You  mean 
from  the  Mutual  Life? 

Q.  Yes.  A.  It  is  my  impression  that  in  Texas — it  is  my 
impression  that  in  Texas  the  same  allowance  of  ten  per  cent,  was 
made. 

Q.  Have  you  the  contract  with  the  general  agent  in  Texas? 
A.  Not  with  me,  no. 

Q.  When  was  it  made  ?     A.  It  was  renewed  from  year  to  year. 

Q.  Has  it  been  renewed  by  you?     A.  Under  my  direction. 

Q.  Well,  can  you  state  the  terms  of  it?  A.  May  Psee  Mr. 
Preller?     He  can  give  me  that.     (Witness  consults  Mr.  Preller.) 

Q.  Are  you  able  to  make  a  statement  on  that?  A.  Not  at  the 
moment,  no  sir. 

MR.  BECK:  Mr.  Hughes,  wouldn't  be  it  fair  to  inquire  at  this 
time  whether  there  are  any  special  considerations  which  make  it 
necessary  to  pay  higher  commissions  in  New  York? 

MR.  HUGHES:    Well,  if  it  is  admitted  by  the  witness  that 
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higher  commissions  are  allowed  in  New  York  than  anywhere 
else,  then  I  will  ask  him  what  the  reson  for  that  is. 

Q.  Do  I  understand  that  is  the  fact,  that  higher  commissions 
are  allowed  here  than  anywhere  else  ? 

THE  WITNESS:  No,  sir,  I  think  not.  I  have  just  said  I 
think  Texas  received  the  same. 

MR.  BECK:   Well,  with  the  exception  of  Texas. 

Q.  With  the  exception  of  Texas  are  higher  commissions 
allowed  to  C.  H.  Raymond  &  Company  in  New  York  than  to 
anybody  else?     A.  I  think  they  probably  are. 

Q.  Well,  now,  what  is  the  reason  for  that?  A.  The  reason  for 
it  is  that  it  costs  more  money  to  get  business  here. 

Q.  Don't  you  think  that  you  could  get  Mr.  Thebaud's  services 
for  a  hundred  thousand  dollars  a  year  if  you  wanted  to  ?  A.  If 
he  didn't  have  a  contract  with  the  Company  I  suppose  he  would. 

Q.  Yes,  if  you  didn't  make  the  contract  under  which  he  could 
get  more  you  could  get  his  services  for  $100,000  instead  of 
$147,000,  which  he  got  last  year?  If  he  didn't  have  any  contract 
and  I  offered  him  a  hundred  thousand  dollars  salary  I  have  no 
doubt  he  would  be  very  glad  to  serve. 

Q.  And  for  that  matter  $50,000?  A.  I  am  not  prepared  to 
say. 

MR.  BECK:  Mr.  Hughes,  you  ingore  entirely  the  situation  in 
New  York  in  developing  the  business. 

MR.  HUGHES:  Not  at  all.  I  am  talking  only  of  the  net 
profits. 

MR.  BECK:  The  object  of  my  suggestion  was  to  know  whether 
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there  were  not  conditions  in  New  York  that  made  it  necessary 
to  offer  a  larger  commissions  to  get  large  results. 

MR.  HUGHES:  I  understand  that  the  conditions  of  com- 
petition in  New  York  are  such  that  the  men  who  get  the  business 
have  to  be  paid  the  same  as  other  men  who  get  the  business  have 
to  be  paid,  but  what  I  am  talking  of  is  what  remains  net  of  which 
Mr.  Thebaud  gets  three-fourths  and  of  what  he  got  last  year 
$147,000  net,  and  I  want  to  know  what  the  reason  is  of  having 
such  a  contract  outstanding  that  would  justify  such  a  pajrment 
by  the  Mutual  Life  Insurance  Company. 

Q.  Now,  if  you  can  state  any  reason  I  would  be  very  glad  to 
have  you  do  so  fully?  A.  I  can  only  repeat  what  I  have  said  be- 
fore, that  the  business  was  very  large,  very  good,  and  therefore 
the  profits  were  very  large  and  good. 

Q.  Now  it  would  seem  by  these  figures  that  have  been  taken 
from  the  Insurance  Year  Book 

MR.  BECK:  Mr.  Hughes,  if  you  will  pardon  me  a  moment, 
you  did  not  quite  catch  the  purport  of  my  suggestion.  You  had 
asked  originally  why  it  was  that  the  New  York  commissions 
were  larger  than  other  agencies  throughout  the  country.  Now, 
of  course  the  implication  that  goes  out  to  the  public  is  that  they 
were  larger  because  it  happened  that  a  relative  of  the  president 
was  a  member  of  the  firm.  Now,  I  would  like  to  ask  in  fairness, 
both  to  the  president  and  to  the  general  manager,  whether  there 
are  not  certain  circumstances  which  require  the  New  York 
agency  to  be  compensated  with  larger  commissions  than  any 
agency  in  the  country. 

MR.  HUGHES:  The  witness  has  been  given  a  very  full  op- 
portunity to  state  it,  and  I  will  give  him  another.     It  is  just 
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what  I  want  to  get  at,  why  Mr.  Thebaud  should  have  so  much 
money. 

THE  WITNESS:  I  say  the  business  here  in  New  York  costs 
more  money  to  get. 

MR.  BECK:    Is  not  competition  keener? 

THE  WITNESS:  The  competition  of  course  is  keener. 

BY  MR.  HUGHES: 

Q.  Now,  it  costs  more  money  to  get  in  the  commissions  paid 
to  sub -agents?     A.  Yes,  sir 

Q.  In  the  expenses  of  the  office?     A.  Yes. 

Q.  In  all  the  expenses  that  go  to  make  up  the  total  of  the 
amount  that  has  to  be  disbursed  by  C.  H.  Rajmiond  &  Co.  in 
getting  the  business,  and  after  all  that  is  said  and  done,  C.  H. 
Raymond  &  Co.  in  1904  got  $247,000  net  and  Mr.  Thebaud 
$147,000  net.  Now,  are  there  any  conditions  of  competition 
which  render  that  necessary?  If  so,  explain  them.  A.  I  can 
only  say,  Mr.  Hughes,  that  they  were  making  what  they  could 
out  of  the  contract,  and  the  company  had  no  knowledge  what 
that  was. 

Q.  Exactly.  They  were  there  to  get  all  the  money  they  could 
out  of  it,  and  you  didn't  know  in  your  line  of  business  that  they 
were  getting  so  much  or  that  you  were  in  a  position  to  get  them 
to  take  less?  A.  They  were  doing  exactly  what  every  other 
agent  and  every  other  merchant,  as  I  have  said,  was  doing,  to 
make  all  they  could  out  of  their  business. 

Q.  Of  course,  and  it  is  the  function  of  general  managers  of 
companies  to  keep  the  expenses  down,  isn't  it?  A.  They  try  to, 
yes. 
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Q.  Did  you  mention  the  name  of  the  Texas  agent?  A.  Cham- 
berlain &  Gillette. 

Q.  Who  is  Gillette  of  Chamberlain  &  Gillette?  Is  he  any- 
relative  of  Dr.  Gillette's?     A.  He  is  a  brother  of  Dr.  Gillette 

Q.  How  long  have  Chamberlain  &  Gillette  been  the  agents  of 
the  company  in  Texas?  A.  Well,  they  were  appointed  before 
my  time,  I  really  can't  say;    a  number  of  years. 

Q.  How  long  have  they  had  special  rates  of  compensation, 
better  than  those  accorded  to  other  general  agents?  A.  I  can't 
say  when  that  allowance  was  made  them. 

Q.  How  much  does  Mr.  Gillette  get  out  of  the  business  ?  What 
is  his  interest  in  the  firm?     A.  I  don't  know. 

Q.  I  would  like  to  have  you  produce  the  contracts  with 
Chamberlain  &  Gillette  for  a  period  of  ten  years?  You  men- 
tioned Mr.  Raymond. 

THE  WITNESS:  Mr.  Preller,  will  you  take  a  note  of  that, 
please. 

Q.  You  mention  Raymond  as  general  agent  for  New  Jersey? 
A.  Yes. 

Q.  Is  he  a  relative  of  Mr.  Charles  H.  Raymond?  A.  He  is  a 
brother  of  Charles  H.  Raymond. 

Q.  Please  produce  the  contracts  with  him  for  a  period  of  ten 
years?  Has  he  been  with  the  company  for  some  time?  A.  Oh, 
yes,  a  number  of  years. 

Q.  Ten  years?     A.  Fully. 

Q.  Well,  if  you  will  bring  the  contracts  with  him  for  ten  years 
I  should  be  obliged. 

THE  WITNESS:  Have  you  a  memorandum,  Mr.  Preller,  of 
that,  a  contract  for  ten  years  with  George  Raymond  and  Cham- 
berlain &  Gillette. 
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BY  MR.  ROGERS: 

Q.  I  was  going  to  ask  you,  Mr.  McCurdy,  what  the  general 
conditions  are  in  Texas  that  require  an  exceptional  contract? 
A.  It  is  very  sparsely  settled  country  in  relation  to  the  amount 
of  business.  I  don't  mean  to  say  that  it  isn't  reasonably  civilized, 
but  traveling  expenses  are  very  high ;  it  is  a  very  large  State,  re- 
quires a  large  agency  organization,  branch  offices,  travelling 
agents. 

THE  CHAIRMAN :  It  is  popularly  supposed  that  risks  in  life 
insurance  would  be  larger  in  Texas  than  in  New  York. 

MR.  BECK:  They  are  extra  hazardous. 

MR.  HUGHES:    Especially  in  regard  to  affidavits. 

BY  MR.  HUGHES: 

Q.  Then  I  understand  that  if  a  territory  is  thickly  settled 
like  Manhattan  Island  it  is  necessary  to  give  a  special  rate,  and 
if  it  is  sparsely  settled  like  Texas  it  is  necessary  to  give  a  special 
rate?    A.  I  didn't  say  so. 

Q.  I  said  that  was  my  understanding.  Of  course,  you  may 
not  agree  with  it.     A.  You  are  mistaken. 

Q.  Well,  what  is  the  fact?  A.  The  fact  is  it  costs  more  to 
live  in  New  York  City. 

Q.  We  all  appreciate  that.     And  then  when  you  come 

MR.  ROGERS:  It  costs  less  to  die  in  Texas,  is  that  it? 

Q.  And  I  suppose  in  Texas  you  have  to  be  paid  more  for  living 
there?     A.  Well,  I  don't  know  that,  but  the  expenses  of  getting 
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business  in  Texas  owing  to  the  fact,  as  I  say,  the  business  has 
to  be  produced  from  a  long  range,  it  makes  it  an  expensive 
business  to  get. 

Q.  Now,  let  us  go  through  the  roll  of  the  general  agents.  You 
have  given  me  Mr.  Raymond  in  New  Jersey.  He  is  a  brother 
of  Charles  H.  Raymond.  And  Chamberlain  &  Gillette  of  which 
Mr.  Gillette  is  a  member.  Now,  who  are  the  other  general 
agents?  A.  Let's  see.  In  Nebraska  and  Iowa  there  were  the 
Fleming  Brothers — Fleming. 

Q.  Are  they  at  all  related  to  any  one  in  your  company?  A, 
In  no  way. 

Q.  Any  executive  officer?     A.  No,  sir. 

Q.  Go  on.  A.  In  Louisiana,  there  is  Post.  Is  that  right, 
Mr.  Preller? 

MR.  PRELLER:  Yes,  sir. 

Q.  Is  he  a  relative  of  any  executive  officer?.  A.  He  is  not. 
In  Arkansas,  Remmer. 

Q.  Is  he  a  relative?  A.  He  is  not.  In  New  Jersey,  George 
Raymond.     He  is  not  a  relative  of  any  officer  of  the  Company. 

Q.  Who  was  the  last  one?     A.  George  Raymond. 

Q.  Is  he  a  relative  of  Charles  H.  Raymond?  A.  He  is  a 
brother  of  Charles  H.  Raymond. 

Q.  What  territory  has  he?     A.  He  has  New  Jersey. 

Q.  He  is  the  one  you  mentioned  a  moment  ago  ?     A.  Yes,  sir. 

BY  THE  CHAIRMAN: 

Q.  You  said  he  was  not  a  relative  of  any  of  the  executive 
officers?     A.  Yes,  sir 

Q.  Now,  with  regard  to  any  of  these  other  general  agents  in 
regard  to  whom  you  have  testified  they  are  related  to  no  execu- 
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tive  officer,  are  there  any  relationships  between  them  and  any- 
executive  officer?     A.   No,  sir. 

Q.  Or  any  one  holding  positions  with  your  Company?  A.  No, 
sir. 

Q.  Of  any  kind  that  you  know  of?  A.  No,  no.  And  in 
Northern  New  York  State,  the  Albany  agency,  is  Howard  Lewis. 
I  believe  Howard  Lewis  is  a  second  cousin  of  either  Mr.  or  Mrs. 
Granniss.     I  am  not  sure  which.     Some  distant  connection. 

BY  MR.  HUGHES: 

Q.  Go  on.  Is  that  all  ?  A.  I  think  that  completes  the  list  in 
the  United  States,  yes,  sir. 

Q.  Now,  are  there  any  of  your  salaried  agents  who  are  related 
to  any  of  the  executive  officers  of  your  Company?     A.  No,  sir. 

Q.  While  we  are  on  that  matter,  let  me  ask  you,  the  medical 
director  of  your  Company  is  Dr.  Elias  J.  Marsh?     A.  Yes,  sir. 

Q.  Is  he  a  relative  of  yours  or  your  father's  ?  A.  He  married 
my  father's  sister.  It  is  my  impression  he  married  her  after  his 
connection  with  the  Company.  I  believe  he  was  an  examiner  of 
the  Company  previous  to  the  time  he  married  her. 

Q.  What  is  his  salary?     A.  I  don't  know. 

Q.  How  is  it,  Mr  McCurdy,  that  you  as  a  director  of  the  Com- 
pany do  not  know  the  salaries  paid  to  the  officers?  A.  The 
cashier,  I  believe,  has  a  list  of  the  salaries,  and  he  pays  them, 
and  I  don't  think  any  of  the  officers  or  any  of  the  employees 
know  what  the  salaries  of  any  other  officer  or  employee  is. 

Q.  And  these  salaries  are  fixed  by  the  directors  or  by  the 
Finance  Committee  of  the  Directors,  are  they  not?  A.  Yes.  The 
executive  officers  and  so  on. 

Q.  Don't  you  understand  that  it  is  your  duty  as  a  director  to 
know  what  salaries  are  paid,  and  to  have  a  conviction  as  to  their 
propriety?     A.  No,  I  never  have  known. 
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Q.  Who  is  Mr.  P.  Stuyvesant  Pillot?  A.  You  mean  his  rela- 
tion to  Mr.  Thebaud,  I  suppose  you  want  to  know? 

Q.  Yes,  both  to  Mr.  Thebaud  and  to  the  Company.  A.  He 
is  a  cousin — he  is  a  cousin  of  Mr.  Thebaud  and  he  has  the  title  of 
Inspector  of  Risks. 

Q.  What  does  that  mean  ?  A.  It  means  that  risks  that  are — 
well,  that  don't  go  right  straight  through,  perfectly  clean  risks, 
he  takes  them  up,  considers  them,  corresponds  with  the  doctors 
about  it,  or  the  agents,  offering  them  before  the  Committee  that 
meets  to  consider  such  cases,  or  brings  them  to  an  executive 
officer.     That  sort  of  thing. 

Q.  How  long  has  he  held  that  position?  A.  I  really  don't 
know.     A  number  of  years. 

Q.  What  is  that?  A.  A  number  of  years — six  or  seven  years, 
I  don't  know. 

Q.  What  is  his  age?  A.  I  should  say  he  was  about  forty — 
about  forty  I  should  say. 

Q.  Was  he  connected  with  the  Company  prior  to  that  time? 
Prior  to  the  time  he  became  Inspector  ot  Risks?  A.  Yes,  he 
was 

Q  Where  was  he  before  that  time,  Mr  Preller?  A.  (contin- 
ing) :  His  first  connection  with  the  company  was  in  the  Metro- 
politan Agency  as  a  clerk  there,  and  after  that  he  went  into  the 
home  office.  I  think  it  was  in  the  policy  department,  or  some- 
where else,  I  have  forgotten. 

Q.  What  is  his  salary  now?     A.  I  don't  know. 

Q.  Who  is  Mr.  Granville  M.  White,  is  he  the  secretary  of  your 
company?     A.  He  is  one  of  the  secretaries,  yes. 

Q.  Is  he  a  relative  of  any  of  the  other  officers?  A.  I  don't 
think  he  is. 

Q.  Is  he  a  nephew  of  Mr.  Granniss?  A.  I  don't  think  he  is.  I 
think  that  Mrs.  White  is  a  niece  of  Mrs.  Granniss. 
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MR.  BECK:  Mr.  Chairman,  if  it  is  going  to  be  declared  a  crime 
for  a  man  to  have  either  a  brother  or  a  niece  by  marriage,  it  seems 
to  me  the  President  will  have  to  modify  his  views  on  race  suicide. 

Q.  Is  there  a  Dr.  White  also  connected  with  your  company? 
A.  He  was — he  is  a  doctor  by  profession,  although  he  does  not 
practice. 

Q.    Who,  Granville  M.  White?     A.  He  is  the  same  man. 

Q.  You  handed  me  a  statement  of  the  foreign  business  which 
was  under  your  management  until  1903,  I  believe.  And  who 
succeeded  you  as  superintendent  of  the  foreign  business?  A. 
Mr.  Henry  E.  Duncan,  who  had  been  Deputy  Superintendent. 

Q.  What  is  his  salary?  A.  His  salary  at  present  is — I  think 
it  is  $13,000. 

Q.  Has  he  any  interest  in  the  foreign  business,  that  is,  by 
way  of  commissions?     A.  No. 

Q.  His  total  reward  is  $13,000?  A.  $13,000  or  $14,000,  I 
•have  forgotten  which  it  is;    $13,000  I  think. 

Q.  And  when  you  were  superintendent  what  did  he  receive 
as  deputy  superintendent?  A.  I  think  it  was  $10,000  the  last 
year. 

Q.  And  then  had  no  interest  by  way  of  commissions  in  the 
business  itself,  I  believe?     A.  No,  sir. 

Q.  Now,  it  would  appear  that  in  1904,  the  first  year's  com- 
missions paid  upon  the  foreign  business  amounted  to  $985,629. 
I  presume  there  were  varying  rates  of  commissions  in  different 
countries?  A.  They  were — practically  the  same  rates  were  paid 
in  all  the  countries  of  Europe — all  the  European  coimtries  you 
may  say. 

Q.  Will  you  state  what  general  agencies  department  you  have 
who  were  in  charge  of  them,  what  compensation  the  general 
agents  received,  what  they  paid  to  sub-agents,  so  that  we  can 
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understand  the  manner  in  which  the  business  has  been  conducted? 
A.  You  mean  to  say  the  foreign  offices? 

Q.  Yes.  While  it  was  under  your  management  down  to 
1903?  A.  I  forgot  to  ask  Mr.  Vesey  for  some  contracts.  I  can 
give  you  some,  Mr.  Hughes,  from  memory. 

Q.  Yes.  A.  For  instance,  in  Great  Britain  and  Ireland,  the 
manager  for  Great  Britain  and  Ireland,  receives  a  salary  of 
four  thousand  pounds  and  no  commissions. 

Q.  If  you  will  pardon  me  interrupting  you,  now,  did  the 
manager  for  Great  Britain  and  Ireland  have  the  general  super- 
vision of  the  writing  of  insurance  for  the  British  Isles?     A.  Yes. 

Q.  Complete  control  ?     A.  Yes. 

Q.  He  paid  his  own  agents?     A.  Yes. 

Q.  Paid  his  own  expenses  ?  A.  Oh ,  no,  everything  for  account 
of  the  company. 

Q.  Of  course,  everything  for  account  of  the  company,  but  in 
the  case  of  C.  H.  Raymond  &  Company  we  found  they  paid  their 
office  expenses  and  all  expenses  incident  to  getting  business 
and  they  got  their  commissions  and  they  had  a  profit.  Now, 
in  the  case  of  this  general  manager  for  Great  Britain  and  Ireland 
who  got,  I  understand,  four  thousand  pounds A.  Four  thou- 
sand pounds. 

Q.  How  was  it  managed?  A.  He  managed  the  business  for 
account  of  the  company. 

Q.  You  paid  the  expenses?     A.  Yes. 

Q.  And  he  got  the  returns?     A.  Yes. 

Q.  And  turned  over  the  balance  after  paying  expenses  to  you? 
A.  Yes.  He  made  nothing  out  of  it,  he  was  on  a  salary,  paid 
local  agents  for  account  of  the  company.  There  was  nothing — 
there  was  no  profit  made  by  him  between  what  he  paid  and 
what  he  got,  or 

Q.  How  long  has  that  been  so  ?  A.  Since  1888,  ifshould  think, 
when  he  was  appointed;    about  that  time. 
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Q.  Well,  now,  if  you  will  go  on  with  the  rest  of  them  that  you 
are  able  to  state.  A.  France,  the  general  agent  for  France  and 
Paris,  receives  a  commission  of  seventy-five  per  cent. — is  it,  Mr. 
Vesey? 

MR.  VESEY:    Seventy  to  seventy-five. 

THE  WITNESS:  Seventy  to  seventy-five  per  cent.  He 
receives  an  allowance — I  should  have  to  ask  Mr.  Vesey,  who  is 
the  accountant  of  the  foreign  department,  to  help  me  in  these 
things,  because  in  each  agency,  while  the  rates  of  commission  are 
practically  the  same,  the  allowances  for  various  things  are  dif- 
ferent.    I  can  produce  all  the  bond  contracts  if  you  like. 

Q.  You  have  in  your  statement  of  foreign  business  lumped  the 
results  of  the  business  in  all  the  countries  together.  You  have 
statements,  I  presimie,  which  will  show  the  results  of  the  busi- 
ness in  particular  countries?     A.  Yes. 

Q.  Can  you  state  generally,  however,  in  what  countries  the 
business  has  been  particularly  advantageous  and  in  what,  if 
any,  it  has  been  relatively  less  advantageous?  A.  Yes.  Gener- 
ally speaking,  the  English  and  the  French  business  has  been  the 
most  desirable  and  most  profitable  to  the  company.  The 
French  and  English  business  are  both  very  persistent,  the 
mortality  rate  is  good  and  it  is  desirable  business. 

The  same  is  true  of  Holland  and  Belgium.  They  are  small 
countries  and  the  business  is  small,  but  as  an  example  of  what 
I  mean,  in  Holland  a  year  or  two  ago  when  I  had  that  statement 
made  up  98  per  cent,  of  the  premiums  of  the  first  year's  premiums 
renewed  the  second  year,  showing  a  lapse  of  only  two  per  cent. 
In  Germany — we  used  to  do  busings  in  Germany;  we  haven't 
done  any  business  for — we  haven't  done  any  business  in  Prussia; 
we  have  done  a  little  scattering  business  until  two  years  ago 
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when  we  retired  entirely  from  Germany  on  account  of  the  Gov- 
ernment requirements  which  we  did  not  think  acceptable.  That 
is  a  long  story.  We  have  had  a  seven  years'  fight  about  it.  The 
German  business  was  profitable;  it  was  good  business,  the  mor- 
tality rate  was  not  as  good  as  in  France  for  instance.  Generally 
speaking,  the  Scandinavian  business  is  expensive,  because  again 
it  is  sparsely  settled.  An  agent  to  get  business  has  got  to  travel 
— in  Sweden  he  has  got  to  go  to  the  extreme  north,  1500  miles, 
where  the  wheat  fields  are.  The  further  north  they  get  the  more 
sun  they  have,  therefore,  crops;  longer  days.  Then  the  towns 
are  principally  along  the  sea  coast.  It  is  expensive.  The  busi- 
ness is  good  when  you  get  it,  but  it  costs  money  to  get  it.  The 
Austrian  business  is  very  good.  The  Hungarian  business — the 
Hungarian  business  and  probably  the  Spanish  business,  or  I  will 
say  the  Mexican-  business,  are  the  least  desirable,  because  of  the 
characteristics  of  the  people.  They  are  not  as  serious;  don't 
keep  up  their  insurances. 

Q.  Have  you  a  statement  of  the  Mexican  business  here  by  any 
chance?  A.  I  have  not;  no,  sir.  I  would  say,  though,  that  the 
statement  of  the  foreign  business  in  detail  from  each  agency  is 
prepared  and  I  can  get  it  at  any  time. 

Q.  Can  you  have  that  here  at  this  afternoon's  session? 

THE  WITNESS:  This  afternoon,  Mr.  Vesey,  will  you  have 
that? 

Q.  Do  you  do  business  in  Australia?     A.  We  do. 

Q.  With  what  results?     A.  Poor,  very. 

Q.  You  will  have  a  statement  of  that  here  also.  All  the 
foreign  business.  What  do  you  do  under  your  general  manager- 
ship beside  attend  to  these  agencies  that  you  have  mentioned? 
A.  Well,  I  confer  daily  with  Mr.  Dexter,  the  superintendent  of 
domestic  agencies;    confers  with  me  usually  for  upward  of  an 
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hour  or  an  hour  and  a  half ;  Mr.  Duncan,  the  superintendent  of 
the  foreign  department  confers  with  me;  Dr.  White  and  Mr. 
Easton  as  secretary  of  the  Company  confer  with  me.  Mr. — the 
corresponding  secretary,  Mr.  Duer  De  P.  Breck,  confers  with  me, 
I  confer  with  the  actuary  and  the  other  executive  officers;  prin- 
cipally, almost  exclusively,  on  agency  matters. 

Q.  I  find  an  item  in  your  annual  report  for  1904,  "Advertising, 
printing,  stationery  and  postage,  $1,134,833.76."  Who  has 
supervision  of  the  matters  in  which  those  moneys  are  expended? 
A.  The  advertising — we  have  an  advertising  manager  whose 
business  it  is  to  take  care  of  the  advertisements ;  the  printing  and 
supplies  come  under  the  supply  department;  postage  and  tele- 
grams come  in  from  the  home  office  and  branch  offices,  and  so  on. 

Q.  I  find  in  your  By-Laws  the  following  provision  in  Article 

34: 

"There  shall  be  a  Department  of  Supplies  and  Printing,  the 
chief  officer  of  which  shall  be  designated  Superintendent  of  the 
Supply  Department;  all  purchases  of  stationery  and  the  mis- 
cellaneous supplies  which  are  furnished  by  the  Company  for  the 
use  of  the  agents  and  for  the  use  of  the  Company  at  its  head 
office,  and  when  directed  by  the  President  for  the  maintenance 
and  current  expenses  of  the  Company's  buildings,  and  for  other 
purposes,  shall  be  made  by  such  officers  under  the  authority  of 
the  President  or  of  the  Committee  of  Expenditures,  and  shall  be 
reported  weekly  to  such  Committee." 

Who  is  the  Superintendent  of  the  Supply  Department?  A. 
Mr.  A.  C.  Fields. 

Q.  How  long  has  he  been  such  superintendent?  A.  For  a 
great  many  years,  I  have  forgotten. 

Q.  Who  constitutes  the  Committee  on  Expenditures?  A. 
Mr.  Morford  might  know.  Mr.  Preller  can  give  it  to  me.  Mr. 
Olyphant,  Mr.  Miller  and  Mr.  Holden. 

Q.  Who  are  the  ex-officio  members  of  the  committee?    A.  I 
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don't  think  that  any  of  the  officers  are  ex-officio  members  of 
that  committee. 

Q.  Do  these  gentlemen  that  you  have  named  actively  attend 
to  the  matter  of  supervising  all  expenses?     A.  They  do. 

Q.  Is  it  the  practice  in  the  Mutual  Life  Insurance  Company 
for  payments  to  be  made  upon  executive  order  without  the 
authorization  or  approval  of  any  committee  ?  A.  Ordinary  pay- 
ments in  the  course  of  business,  yes. 

Q.  What  class  of  payments  would  you  say  were  ordinary 
payments  that  would  be  made  by  order  of  the  President.  I  should 
suppose  that  the  ordinary  routine  payments  would  be  made 
without  the  special  order  of  the  president.  A.  Well,  I  mean  to 
say,  for  instance,  take  advertising,  payments  to  advertising, 
when  particular  magazines  or  papers  or  that  sort  of  thing,  they 
are  made  with  the  approval  of  our  executive  officer.  Take — of 
course  it  is  hard  to  say  what  sort  of  payments — but  I  mean  to 
say  that  the  payments  that  come  up  that  are  not  covered  by  any 
particular  allowance,  and  in  the  ordinary  conduct  of  the  business, 
are  usually  brought  before  an  executive  officer  and  then  they 
are  submitted  to  the  auditing  committee,  the  committee  on 
expenses,  are  they  not,  Mr.  Preller?  I  think  Mr.  Preller  will  be 
able  to  give  you  raore  accurate  information  on  that  than  I  can. 

Q.  I  see.     Mr.  Preller  is  here.     A.  Yes,  Mr.  Preller  is  here. 

Q.  Mr.  Preller  is  auditor  of  the  Company  under  article  33  and 
has  charge  of  the  Company's  accounts?  A.  That  is  right. 
Here  are  the  first  year's  premiums  of  Cook  County  which  you 
asked  for.     (Handing  paper.) 

Q.  You  now  hand  me  a  statement  of  the  first  year's  premiimis 
that  the  general  agent  received  in  Cook  County  amounting  in 
1904  to  $369,617.94,  of  which  I  understand  the  general  agent 
was  entitled  to  one  per  cent.  ?     A.  He  is  entitled  to  one  per  cent. 

Q.  Or  $3,696.18?     Yes,  in  addition  to  that 

Q.  And  in  addition  to  his  salary  of  $10,000?     A.  Yes,  in 
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addition  to  that.  These  managers,  as  they  are  so  called  are 
entitled  to  commissions  on  their  own  personal  work. 

Q.  Does  that  figure  very  largely  in  their  account?  A.  In 
some  of  them  it  does. 

Q.  Does  it  in  Cook  County?     A.  I  fancy  it  does. 

Q.  Have  you  any  idea  how  much  it  would  amount  to  ?  A.  I 
have  not  before  me  how  much  his  personal  business  was,  but  he 
was  formerly  one  of  the  soliciting  agents  of  the  company  and  did 
a  large  business  and  I  think  he  still  continues  to  do  it. 

Q.  Then  do  I  understand  that  apart  from  the  business  that 
the  agents  may  have  personally  secured  in  Cook  County  the 
entire  compensation  of  the  general  agent  for  the  year  1904  was 
about  $14,000?     A.  Plus  his  salary,  yes. 

Q.  No A.  He  got  his  salary. 

Q.  I  understand  it  was  $3,696,  his  one  per  cent?     A.  Yes. 

Q.  And  $10,000  as  salary?     A.  $10,000  salary. 

Q.  Making  a  grand  total  of  about  $14,000?     A.  Yes. 

MR.  BECK  Did  not  he  have  some  commissions  on  his  own 
business  ? 

MR.  HUGHES:  I  said,  apart  from  what  he  got  on  the  business 
that  he  personally  obtained. 

THE  WITNESS:  Yes. 

MR.  BECK:  I  do  not  mean  that,  I  mean  before  it  was  turned 
into  a  salary  basis,  he  still  had  his  commissions. 

Q.  Mr.  Beck  suggests  that  Mr.  Carlisle  of  Cook  County  may- 
have  had  commissions  coming  to  him  on  business  which  had  been 
written  previous  to  the  time  that  the  systems  was  changed. 
A.  How  about  that,  Mr.  Dexter? 
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MR.  DEXTER:   It  was  not. 

Q.  Now,  perhaps,  as  Mr.  Dexter  is  here,  he  car,  inform  us  at 
this  point  what  amount  Mr.  Carlisle  got  of  business  thatihe  wrote 
himself,  approximately? 

MR.  DEXTER:  His  statement  to  me  was  that  it  was  less  than 
$i,ooo  in  1904. 

MR.  HUGHES:  Thank  you. 

Q.  So  we  may  assume  that  the  entire  compensation  of  the 
general  agent  in  Chicago  for  1904  was  $15,000?  A.  So  far  as  we 
know,  yes. 

Q.  And  did  he  have  charge  of  the  Metropolitan  district  in 
Chicago?     A.  In  Chicago,  yes. 

Q.  All  the  business  there?     A.  Yes. 

Q.  The  Company  itself  paid  the  expenses?     A.  Yes. 

Q.  And  paid  agents  for  obtaining  the  business?     A.  Yes. 

Q.  And  he  had  this  salary  and  the  commission  you  have 
stated?    A.  Yes. 

Q.  Now  suppose  a  man  comes  into  the  office  of  the  Mutual 
Life  Insurance  Company  and  wants  to  apply  for  a  policy  and  gets 
one,  is  there  any  commission  paid  upon  that  to  anyone?  A.  No, 
sir. 

Q.  Is  there  any  allowance  made  to  the  man  who  gets  a  policy 
by  going  to  the  office,  any  reduction  in  premium?     A.  No,  sir. 

Q.  He  has  to  pay  just  the  same  as  though  the  Mutual  Life  had 
paid  C.  H.  Raymond  &  Company  to  get  the  business?  A.  He 
pays  the  full  premium  rate  for  his  policy. 

Q.  Mr.  Raymond  said  something  yesterday  about  a  competitor 
.who  was  walking  the  floor  of  the  office  of  the  Mutual  Life  and 
some  one  interfering  with  the  extension  of  the  business  of  C.  H. 
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Raymond  &  Company.  What  do  you  say  about  that?  A.  I  mean 
to  say  that  there  are  one  or  two  gentlemen  whose  duty  it  is  to  be 
in  the  outer  hall  by  the  cashier's  window  and  if  anyone  comes 
in  and  wants  any  information  about  insurance  or  wants  to  apply 
for  life  insurance  he  is  taken  in  charge  by  one  of  these  gentlemen 
who  writes  his  application,  takes  him  up  to  the  medical  depart- 
ment and  has  him  examined. 

Q.  And  no  one  gets  any  commission  on  that?  A.  No  one  gets 
any  commission. 

Q.  Do  these  gentlemen  to  whom  you  refer  do  anything  else? 
A.  Oh,  yes,  any  employee  of  the  company  who  might  happen 
to  be  outside  there,  away  from  their  desk,  might  do  it  equally 
well. 

Q.  I  mean  these  gentlemen  who  do  this A.  Oh,  yes 

Q.  They  have  other  duties  beside  that?  A.  Well  you  may 
say  practically — I  don't  know  how  you  could  describe  their 
duties;  they  are  out  in  the  outer  hall,  and  answer  inquiries  of 
people  who  come  in  and  want  to  pay  a  premium  or  they  have  a 
death  claim,  they  answer  inquiries. 

Q.  Why  is  it  that  the  Mutual  Life  does  not  allow  something  to 
those  who  take  policies  out  at  the  home  office  without  the  inter- 
vention of  agents?  Why  should  not  you  make  a  concession  on 
premiums  to  the  man  who  goes  to  you  and  insures  directly  with 
the  home  office,  in  which  case  you  have  none  of  these  expenses 
you  have  talked  of  in  reaching  him?  A.  I  believe  it  to  be  a  dis- 
crimination, would  it  not  be? 

Q.  That  is  the  reason?     A.  I  should  say  so. 

Q.  Hardly  a  discrimination  so  far  as  the  company  is  con- 
cerned. A.  I  believe  it  is  against  the  law  to  discriminate  in  the 
rates. 

Q.  That  is  the  reason  in  your  judgment  ?  A.  And  in  addition 
to  that,  the  man  has  not  been  solicited.     The  agent  who  solicits 
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the  man  puts    in  his  time,  and  when  he  finally  secures  the  risk 
he  is  compensated  for  his  time  and  the  work  he  has  done  on  it. 

Q.  In  other  words,  you  do  not  favor  the  business  coming  to 
the  office  or  being  encouraged  to  come  to  the  oilice  and  not  to 
go  throtigh  the  general  agency  where  the  agent  will  obtain  a 
large  commission?  A.  Quite  the  reverse,  we  should  be  very 
glad  if  more  is  obtained. 

Q.  If  there  is  any  law  in  the  way,  you  would  be  glad  to  see  it 
changed  so  that  people  would  come  right  down  to  the  Mutual 
Life  Insurance  Company  and  insure  at  a  considerable  reduction 
in  the  premium  ?  A.  Certainy  not.  I  do  not  believe  in  rebates. 
Q.  Then  even  if  here  were  no  provisions  which  you  think 
would  interfere,  you  would  still  not  give  any  concession  to  the 
man  who  came  to  you  directly?  A.  As  a  matter  of  fact,  it  would 
ruin  your  agency  organization  if  you  paid  a  commission  to  every- 
body who  came. 

Q.  That  is  the  point.  A.  Your  agents  have  got  to  be  protected 
They  are  giving  up  their  lives  to  this  work  and  they  are  wearing 
out  shoe  leather,  and  they  have  got  to  be  supported  and  pro- 
tected, and  if  the  company  comes  in  as  a  competitor  and  pays  a 
commission  to  everybody  who  insures  his  life,  the  agent  has  no 
protection. 

Q.  And  that  is  all  a  part  of  the  general  necessity  of  maintaining 
an  agency  organization,  so  you  can  compete  with  other  com- 
panies? 

No  answer. 

Q.  It  is  suggested  to  me  that  it  is  not  a  special  practice  in  New 
York  to  protect  Raymond  &  Company  but  exists  throughout 
the  country  generally.     Is  that  the  fact?     A.  Why,  of  course. 

Q.  To  protect  all  your  agents?  A.  To  protect  the  entire 
agency  organization.     You  have  got  to. 

Q.  So  apart  from  any  provision  of  law  or  the  amendment  of 
any  law,  you  would  favor  the  idea  of  protecting  your  agents. 
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against  the  competition  of  the  company  itself  ?  A.  Not  the  com- 
petition of  the  company  itself,  but  against  the  com.petition  of 
their  own  applicants.  I  mean  to  say,  that  if  an  agent  has  put 
in  his  time,  possibly  it  may  be  a  month  in  soliciting  a  risk,  and  he 
finally  gets  the  man  to  the  point  where  he  will  insure  his  life; 
*  if  that  man  can  go  into  the  company  and  get  a  commission  and 
insure  direct  and  get  a  lower  rate,  he  is  going  to  do  it. 

Q.  Why  should  not  he ?  A.  Then  you  don't  get  any  business, 
because  you  have  not  got  any  agents. 

Q.  That  brings  it  to  the  point  that  you  do  not  want,  in  defer- 
ence to  the  maintenance  of  the  agency  system,  to  take  business 
away  from  the  agents?  A.  There  never  has  been  but  one  com- 
pany that  I  know  of  in  the  world  that  tried  to  get  along  without 
an  agency  organization. 

(  Q.  Do  you  think  it  is  practicable  to  maintain  a  company  in 
this  country  without  an  agency  organization?  A.  Absolutely 
impossible. 

Q.  Why  impossible?  A.  Because  you  would  not  do  any  busi- 
ness. 

I  Q.  Well,^why  is  that?  A.  Because  nobody  will  insure  their 
lives  unless  they  are  solicited  to. 

Q.  What  would  happen  if  you  did  not  take  any  more  business 
for  a  little  while  ?     A.  We  would  dry  up. 

[  Q.  Are  not  you  in  such  a  position,  as  the  Mutual  Life  Insur- 
ance Company,  with  your  surplus  and  reserve  to  go  on  without 
the  writing  of  new  risks  ?  A.  Certainly.    I  have  no  doubt  we  are. 

Theoretically  the  whole  basis  of  life  insurance  is 

f  Q.  You  have  no  doubt  of  that  as  a  fact?  A.  I  have  no  doubt 
of  it. 

Q.  You  could  not  maintain  your  position  as  an  insurance 
company  if  for  a  moment  the  contrary  were  admitted.     It  is  all 

based  on  the  facts A.  It  is  all  based  on  the  fact  that  you 

are  solvent. 
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Q.  And  have  a  large  surplus?  A.  Well,  in  a  mutual  company, 
yes,  there  is  a  surplus  so-called. 

Q.  Well,  the  advantage  in  a  mutual  company  of  getting  new 
business,  serious  consideration  has  to  be  given  to  the  expense  of 
getting  it,  and  you  would  appreciate  it,  that  there  might  be  a  time 
when  it  would  cost  too  much  to  get  new  business  and  it  would 
not  improve  for  the  policyholders  to  get  in  new  business  at  the 
expense  necessary.  You  understand  that,  don't  you?  A. 
Well,  presumably  that  would  affect  all  the  other  companies. 

Q.  Yes.  A.  It  would  dry  up  all  the  whole  business  in  this 
country. 

Q.  Oh,  no  not  quite  that.  It  might  be  necessary  to  have  less 
expense  in  getting  the  new  business.  It  might  dry'up  some  of 
the  agencies.     A.  Yes. 

Q.  Well,  without  going  into  that  'further,  I  suppose  there  are 
others  that  have  studied  that  phase  of  the  subject  in  your  com- 
pany more  than  you  have A.  What  phase  is    that  ? 

Q.  I  mean  this  question  of  expense  in  getting  new  business, 
and  the  amount  of  expense  that  the  company  can  stand  in  getting 
new  business?     A.  Yes,  sir. 

Q.  Or  have  you  made  a  special  study  of  that?  A.  No,  prin- 
cipally the  actuary  of  the  company. 

Q.  Well,  he  will  be  on  the  stand  later.  The  matter  I  was  on 
we  may  conclude  by  taking  your  opinion  upon  this  point.  That 
if  it  were  possible  for  you  to  make  a  uniform  rate  to  all  those  that 
would  come  to  your  office  without  the  intervention  of  agents,  and 
obtain  insurance  at  a  reduction  commensurate  with  the  de- 
creased expense  in  obtaining  their  business  you  would  not  favor 
that  policy?     A.  It  would  be  entirely  impracticable. 

Q.  Therefore  you  would  not  favor  it  ?  A.  I  would  not  favor 
it. 

Q.  Impracticable  because  it  would  take  the  business  from 
the  agents  and  demoralize  your  agency  or  organization?      A. 

1669 


Testimony  of  Robert  H.  McCurdy 

And  your  business  would  absolutely  shrink — I  don't  know 
what  it  would  shrink  to  if  you  had  no  agents. 

Q.  If  the  business  came  in  with  such  magnitude  as  to 
seriously  compete  with  the  agents  it  would  not  shrink  very 
much,  would  it?  A.  Well,  as  a  practicable  matter  it  is  not 
a  possibility. 

Q.  And  even  C.  H.  Raymond  &  Co.,  with  their  very  ad- 
vantageous position  objected  to  a  few  men  that  came  in  as  it 
was?      A.  I  don't  know  that  they  objected. 

Q.  I  understood  from  Mr.  Raymond  that  he  did  not  like  it? 
A.  I  did  not  hear  his  testimony. 

Q.  He  rather  criticized  the  man  who  was  walking  around  in 
your  office  as  a  competitor  of  C.  H.  Raymond  &  Co.?  A. 
Well, 

Q.  Well,  it  would  be  antagonistic  to  the  wishes  of  the  agent, 
undoubtedly.  Now,  leaving  that  branch  of  the  subject  and 
going  to  another,  to  wit,  the  operations  of  your  Finance  Com- 
mittee and  the  relations  of  the  Mutual  Life  to  other  companies. 
You  are  a  member  ex-officio  of  the  Finance  Committee?  A. 
Yes. 

Q.  Do  you  attend  their  meetings?     A.  I  do. 

Q.  You  are  conversant  with  the  financial  operations  of  your 
Company?  A.  So  far  as  my  attendance  at  the  Finance  Com- 
mittee meetings,  yes,  but  I  want  to  say,  as  I  have  said  before, 
that  my  principal  duty  and  my  whole  time  and  attention  is  de- 
voted to  the  agency  part  of  the  business. 

Q.  Are  you  a  stockholder  in  the  Morristown  Trust  Co.?  A.  I 
am. 

Q.  To  what  extent?     A.  I  own  171  shares,  I  believe. 

Q.  When  I  speak  of  the  interest  you  may  have  in  these  com- 
panies in  which  the  Mutual  Life  Insurance  Company  is  interested, 
I  do  not  mean  to  limit  the  question  to  what  may  happen  to  stand 
in  your  name,  but  to  what  you  really  own,  whether  it  is  in  your 
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name  or  anybody  else's  name  and  in  which  you  are  the  bene- 
ficial holder.  Of  course  you  understand.  A.  I  may  say  that  no 
stock  in  any  Company  stands  in  my  name  that  I  do  not  own. 

Q.  I  mean  stock  that  might  stand  in  somebody  else's  name 
that  you  do  own?  A.  Well,  all  the  stock  I  own  stands  in  my 
own  name. 

Q.  Yes.  What  other  persons  connected  with  the  Mutual  Life 
Insurance  Company  as  executive  officers  own  stock  in  the  Morris- 
town  Trust  Company?  A.  I  really  don't  know  of  my  own 
knowledge.  I  am  not  a  director  in  the  Company,  only  a  stock- 
,  holder. 

Q.  You  are  not  a  director?     A.    No,  I  am  not  a  director. 

Q.  Are  you  a  stockholder  in  the  Mutual  Alliance  Trust  Com- 
pany?    A.  I  am  not. 

Q.   In  the  National  Bank  of  Commerce?    A.   I  am. 

Q.  To  what  extent?     A.  I  own  a  thousand  shares. 

Q.  In  the  American  Exchange  National  Bank?     A.  No,  sir. 

Q.  In  the  Astor  National  Bank?     A.  Yes. 

Q.  To  what  extent?     A.  I  own  75  shares. 

Q.  In  the  Bank  of  America?     A.  No,  sir. 

Q.  Where  you  are  a  director  of  these  companies,  without  my 
repeating  the  question,  I  would  be  glad  to  have  you  state  it  in 
coimection  with  your  answer.  In  the  Brooklyn  Trust  Com- 
pany?    A.  No. 

Q.  Central  Trust  Co.?     A.  No,  sir. 

Q.  The  Commercial  Trust  Co.?     A.   Yes,  sir,  I  am  a  director. 

Q.  That  is  the  Commercial  Trust  Co.  of  New  Jersey?     A.  Yes, 

sir. 

Q.  What  is  your  stock  interest  in  that?     A.   100  shares. 

Q.  The  Consolidated  Gas  Company?  A.  I  own  some  stock 
in  the  Consolidated  Stock  Co.,  100  shares  I  think  it  is. 

Q.  The  Continental  Insurance  Company?     A.  No. 

Q.  The  Fifth  Avenue  Trust  Company?     A.  No. 
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Q.  The  Fifth  Avenue  Trust  Company?     A.  No,  sir. 

Q.  The  First  National  Bank?     A.  No. 

Q.  The  Gallatin  National  Bank?     A.  No. 

Q.  The  Girard  Trust  Co.?     A.  I  own  25  shares,  I  think. 

Q.  The  Guarantee  Trust  Company ?  A.  251  shares;  I  am  not 
a  director. 

Q.  The  Industrial  Trust  Company?     A.  No. 

Q.  The  Lawyers'  Mortgage  Company?     A.  No,  sir. 

Q.  The  Lawyers'  Title  Insurance  &  Trust  Company?  A.  I 
own  fifty  shares,  I  think.     I  am  not  a  director. 

Q.  The  Morton  Trust  Co.?     A.  No. 

Q.  The  Metropolitan  Trust  Co.  ?     A.   100  shares  and  a  director. 

Q.  The  National  Safe  Deposit  Co .  ?  A.  50  shares,  and  a  director. 

Q.  The  Title  Guaranty  &  Trust  Co.?     A.  No,  sir. 

Q.  The  United  States  Mortgage  &  Trust  Co.?  A.  1,526  shares, 
not  a  director. 

Q.  The  Bank  of  California?     A.    No,  sir. 

Q.  The  New  York  Dock  Company?     A.  No,  sir. 

Q.  Were  you  connected  with  the  Brooklyn  Wharf  &  Warehouse 
Company?  A.  Only  as  a  purchaser  of  their  bonds,  some  of  their 
bonds. 

Q.  I  mean  you  were  not  a  director  of  that  company?  A.  No, 
sir.  I  have  here  a  list  of  companies  in  which  I  am  a  director, 
Mr.  Hughes,  if  you  would  like  it.     (Handing  paper.) 

MR.  HUGHES:   I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  264  and  read  by  Mr.  Hughes.) 

Q.  What  is  the  Casualty  Co.  of  America?  A.  The  Casualty 
Co.  of  America  is  a  casualty  company  which  was  organized  some 
two  or  three  years  ago  in  which  the  Mutual  Life  has  no  stock  or 
other  interest. 
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Q.  What  is  its  business?  A.  Casualty  insurance,  employers' 
liability  and  plate  glass  and  boilers  and  so  on. 

Q.  Has  the  Mutual  Life  any  relation  to  it  in  any  way?  A. 
None. 

Q.  What  interest  has  the  Mutual  Life  Insurance  Company  in 
the  Windsor  Trust  Co.?     A.  None. 

Q.  It  has  been  brought  to  our  attention  that  the.  Windsor 
Trust  Co.  has  recently  established  offices  in  the  Mutual  Life 
building?     A.  Yes. 

Q.  Is  there  no  connection  whatever  between  the  companies  ? 
A.  No. 

Q.  Does  the  Mutual  Life  maintain  a  deposit  with  the  Windsor 
Trust  Company?  A.  C.  H.  Raymond  &  Co.,  I  believe,  have  a 
deposit  from  their  uptown  office,  with  the  uptown  office  of  the 
Company,  I  believe.     The  Company  direct  has  no  deposit. 

Q.  You  are  an  officer  of  that  Company?  A.  Honorary  vice- 
president. 

Q.  What  does  that  mean?  A.  Well,  my  duties  are  very  light, 
as  honorary  vice-president. 

Q.  Well,  I  am  not  familiar  with  that  title.  I  don't  know  just 
what  it  means.  A.  Well,  Mr.  Hughes,  when  the  Company  was 
organized  about  two  years  ago  I  was  asked  whether  I  would  be 
a  vice-president  of  the  Company  and  I  said  I  could  not  be  an 
active  vice-president.  The  other  vice-presidents  were  Mr.  John 
L.  Van  Young,  who  was  the  active  man,  and  Mr.  James  A. 
Burden,  Jr.,  and  myself.  We  never  had  any  duties  and  it  is 
customary,  I  believe,  for  a  financial  institution  to  have  vice- 
presidents  whose  names  may  be  of  some  fancied  value.  I  took 
no  active  part  in  the  management  of  the  Company,  received  no 
salary  and  attended  committee  meetings  once  a  week,  for  which 
I  got  ten  dollars  a  week.  That  was  the  extent  of^my  connection 
with  the  Company. 

1673 


Testimony  of  Robert  H.  McCurdy 

Q.  Is  any  other  officer  of  the  Mutual  Life  Insurance  Company 
connected  with  the  Windsor  Trust  Co.?     A.  None. 

Q .   I  would  like  to  ask  you  with  regard  to  some  of  the  syndicate 

participations Do  you  get  any  salary  from  any  company 

that  the  Mutual  Life  Insurance  Company  is  connected  with,  or 
has  an  interest  in  directly  or  indirectly?  A.  No  salary  from  any 
company  other  than  the  Mutual  Life. 

Q.  Perhaps  in  anticipation  of  my  question  you  are  prepared 
to  say  at  once  whether  you  have  participated  in  any  of  the 
syndicates  mentioned  in  this  list  furnished  by  your  Company  in 
which  the  Mutual  Life  Insurance  Company  was  a  participant? 
I  refer  to  Exhibit  50  for  identification?  A.  I  may  say  without 
reference  to  this  list,  which  I  will  look  at  in  a  moment,  that  to  the 
best  of  my  knowledge,  I  have  never  been  a  participant  in  any 
syndicate  in  which  the  Mutual  Life  was  interested. 

Q.  Before  you  take  up  the  list  I  have  shown  you,  let  me  ask 
you  to  avoid  any  possible  misunderstanding  whether  you  have 
any  income  in  any  manner,  that  is,  whether  you  receive  any 
money  in  any  manner  from  any  of  the  companies  whose  names 
have  been  mentioned  here  with  which  the  Mutual  Life  is  con- 
nected, apart,  of  course,  from  dividends  upon  your  stock  interest? 
A.  None  other  than  the  usual  fee  of  ten  dollars  which  is  paid 
directors  for  attending  meetings. 

Q.  Now,  then,  if  you  will  take  up  the  list  Exhibit  50  for  iden- 
tification and  tell  me  whether  you  have  had  any  interest  in  any 
of  the  syndicates  there  mentioned? 

(Witness  examines  list  handed  to  him  by  Mr.  Hughes.) 

A.  I  have  not. 

Q.  You  are  conversant  with  the  securities  which  have  been 
purchased  by  the  Mutual  Life  in  the  last  few  years,  I  presume, 
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that  is,  you  knew  of  their  purchase  when  they  were  made?  A. 
As  reported  by  the  Finance  Committee,  yes. 

Q.  Have  you  any  participation  in  any  syndicate  in  cases  where 
the  Mutual  Life  purchased  any  stocks  or  bonds  from  the  syn- 
dicate managers?     A.  No,  sir. 

Q.  Never  have  been  a  participant?     A.  Never  have  been. 

Q.  Among  the  companies  in  which  the  Mutual  Life  has  an 
interest  is  the  National  Safe  Deposit  Co.  How  long  has  the 
Mutual  Life  been  interested  in  that  Company  ?  A.  The  Company 
was  formed  when  the  extension  of  the  building  was  built,  about 
I  should  say,  ten  years  ago.     A  Company  was  formed 

Q.  Who  formed  it?  A.  I  don't  know  who  the  stockholders 
are.  The  Mutual  Life  has  a  very  small  intesest  of  stock  in  it, 
and  the  stock  was  subscribed  to  by  various  individuals.  I  don't 
know  what  the  stock  of  the  Company  is — it  is  |ioo,ooo. 

Q.  You  are  a  director  of  that,  are  you  not?  A.  Well,  the 
business  consists  in  renting  boxes,  not  a  very  active  business  or 
interesting  business. 

Q.  No,  but  you  have — do  you  lease  the  vaults  to  that  Com- 
pany, does  the  Mutual  Life  lease  them?  A.  The  Mutual  Life 
leases  the  vaults. 

Q.  I  should  Hke  to  have  the  lease  produced,  and  if  there  is 
more  than  one,  the  leases,  since  the  organization  of  that  company 

THE  WITNESS:  Mr.  Preller,  will  you  produce  the  lease  of  the 
Mutual  Life  Insurance  Co.  to  the  National  Safe  Deposit  Co.? 

MR.  PRELLER:  Yes,  I  will  get  it. 

MR.  HUGHES:  The  leases  from  the  time  of  the  organization 
of  the  National  Safe  Deposit  Co.  if  there  are  more  than  one. 
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Q.  You  might  state  now,  if  you  know,  whether  it  is  a  flat  rental 
or  whether  it  gives  the  Mutual  Life  any  interest  in  the  income 
from  the  renting  of  boxes?  A.  No,  sir;  it  is  a  fiat — -it  is  a 
tenant  like  any  other.  The  Mutual  Life  owns  a  small  amount  of 
stock.     I  forget  what  it  is.     That  is  all. 

Q.  The  New  York  Stock  Company  was  referred  to  by  me  a 
moment  ago  and  I  believe  you  said  you  had  some  interest  in  the 
securities  of  that  Company?  Do  you  recall  the  organization  of 
the  Brooklyn  Wharf  &  Warehouse  Company?  A.  No,  sir  I  did 
not. 

Q.  Did  you  have  anything  to  do  with  it?     A.  No,  sir. 

Q.  Did  you  or  any  officer  of  your  Company  receive  any  se- 
curities that  were  issued  at  that  time?  A.  I  cannot  speak  for 
any  one  else.      I  did  not. 

Q.  How  did  the  interest  you  had  in  the  securities  of  the  New 
York  Stock  Co .  come  to  be  obtained  by  you  ?  A.I  bought  in  the 
open  market  $10,000  of  the  bonds,  I  believe,  and  then  from  time 
to  time  I  increased  those  purchases,  and  I  believe  at  one  time  I 
owned  $30,000  worth  of  the  bonds  which  I  bought  in  the  open 
market. 

Q.  What  officer  of  your  Company  has  charge  of  its  real  estate 
operations?  A.  The  By-Laws  provide,  I  believe,  that  the  care 
of  real  estate  is  in  the  treasurer's  hands.  Mr.  Fonda,  who  is  third 
vice-president,  really  devotes  himself  to  the  renting  part — to  the 
renting  oi  the  Company's  buildings  in  New  York. 

Q.  Has  the  Company  from  time  to  time  acquired  through  fore- 
closure cr  otherwise  a  considerable  amount  of  property  in 
Brooklyn?  A.  I  believe  at  one  time  they  did  have  considerable 
property. 

Q.  Hi  w  long  ago?  A.  Well,  it  has  not  been  since  I  was  a  trus- 
tee of  the  C('mpany. 

Q.   By  the  way,  when  did  you  begin  to  serve  as  a  trustee  of  the 
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Company?  A.  July,  1903,  sir;  when  I  was  made  general 
manager,  two  years  ago. 

Q.  Was  the  acquisition  of  this  property  in  Brooklyn  before 
1900,  so  far  as  you  know?  A.  It  was,  so  far  as  I  know.  It  is 
something  I  know  nothing  about. 

Q.  Who  would  have  charge  of  that  real  estate  or  be  familiar 
with  the  transactions  relating  to  it?  A.  The  comptroller  of  the 
Company,  Mr.  Richards. 

Q.  Had~that  real  estate  been  disposed  of  before  you  became  a 
trustee  of  the  Company  ?     A.  I  believe  it  had. 

Q.  Do  you  know  how  it  had  been  disposed  of  ?  A.  I  have  not 
any  knowledge  of  it,  Mr.  Hughes,  no.  It  was  before  I  ever 
attended  a  m.eeting  of  the  finance  committee  or  had  any  knowl- 
edge of  it. 

Q.  What  officer  of  your  Company  would  have  first-hand 
knowledge  of  the  disposition  that  was  made  of  the  Brooklyn  real 
estate?  A.  The  comptroller  of  the  Company,  Mr.  Richards, 
would  know.     He  is  the  head  of  the  real  estate  department. 

Q.  In  connection  with  the  general  agency  matters  to  which 
we  referred  a  moment  ago,  what  has  corae  to  your  attention  with 
regard  to  the  practice  of  agents  in  offering  rebates?  A.  The 
practice  of  rebating  does  exist,  there  is  not  any  doubt  about  it,  it 
does  exist.  But  so  far  as  I  know,  all  the  companies  try  to  the  best 
of  their  ability  to  have  it  discontinued.  They  are  opposed  to  it, 
and  in  every  agent's  contract  with  the  Mutual  Life  he  is  forbidden 
from  rebating  under  penalty  of  dismissal.  The  rules  and  regula- 
tions— Mr.  Dexter  called  my  attention  to  the  fact  that  the  rules 
and  regulations  which  are  made  part  of  the  appointment  of  the 
agent  and  which  he  signs.  No.  23,  is  as  follows:  Rebates  on 
premiums  in  any  manner  whatsoever,  either  directly  or  indirectly, 
positively  forbidden,  and  it  will  subject  the  offender  to  dismissal. 

Q.  What  has  come  under  your  observation  as  to  the  granting 
of  rebates  in  the  Mutual  Life  business  while  you  have  been  general 
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manager?     Have  you  detected  anything  of  the  sort?     A.  Noth- 
ing of  my  own  absolute  knowledge,  no. 

Q.  Have  you  ever  dismissed  any  agent  for  rebating? 

THE  WITNESS:  Mr.  Dexter,  have  we? 

MR.  DEXTER:  Yes. 

Q.  How  many? 

THE  WITNESS:  You  will  have  to  ask  Mr.  Dexter.  He  is 
superintendent  of  that  branch. 

I    MR.  DEXTER:  I  should  be  unable  to  answer  that  definitely _ 
It  is  of  more  or  less  frequent  occurrence. 

Q.  How  is  this  matter  of  rebating  brought  to  your  attention, 
how  has  it  been  brought  to  your  attention,  how  do  you  discover 
it?  A.  If  I  could  be  excused  from  quoting  the  name  of  the  com- 
pany, or  the  name  of  the  individual,  if  your  will  permit  me  to  tell 
you  an  occurrence  which  happened  on  the  3d  of  October,  three 
years  ago,  I  should  be  glad  to  do  so. 

Q.  Go  on.     A.  May  I  be  excused? 

Q.  Is  it  your  own  Company?     A.  It  is  not. 

Q.  Or  your  own  agents?     A.  It  is  not. 

Q.  Well,  state  the  facts.  A.  A  gentleman  who  is  insured  in 
the  Mutual  Life  Insurance  Company  for  $250,000  has  paid  four 
premiums;  I  know  him  frora  a  slight  acquaintance.  He  came 
in  to  see  me  on  the  3d  of  October  and  said  his  premium  in  the 
Mutual  Life  was  about  due  and  that  he  had  been  offered — hfi 
had  been  told  that  if  he  would  take  $250,000  in  another  com- 
pany, mentioning  the  name,  and  drop  ours,  that  it  would  not 
cost  him  anything  the  first  year,  and  he  came  in  to  see  what 
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we  would  do  and  what  rebate  we  would  make  him  on  the  payment 
of  his  fifth  premium.  I  told  him  we  would  not  make  him  any 
rebate,  and  I  tried  to  show  him  how  doing  that  sort  of  business, 
even  if  he  got  his  insurance  for  nothing  the  first  year,  how  in 
the  end  he  was  going  to  lose  money  and  had  better  stay  where  he 
was,  and  he  says  "I  will  think  about  it"  and  went  out. 

Q.  Are  you  through  with  that?  A.  That  is  the  end  of  my 
story,  sir,  yes. 

BY  THE  CHAIRMAN: 

Q.  That  leaves  me  breathless  with  suspense.  I  do  not  see  how 
that  has  anything  to  do  with  the  dismissal  of  an  agent  for  re- 
bating? A.  Mr.  Hughes  asked  to  what  extent  I  knew  of  its  ex- 
istence and 

MR.  BECK:  The  question  was  how  it  came  to  his  knowledge 
that  it  existed. 

Q.  Is  that  the  extent  of  your  knowledge  on  the  subject  of  re- 
bating?    A.  It  is  commonly  reported  in  the  business. 

Q.  I  would  like  to  ask  one  question  before  we  adjourn.  What 
efforts  do  you  make  to  ascertain  whether  or  not  rebating  is  going 
on  among  your  agents?  A.  We  distinctly  forbid  their  doing  so 
on  pain  of  dismissal,  but  apart  from  that  there  is  not  anyway. 
It  does  not  come  to  our  knowledge. 

Q.  You  make  no  active  efforts  to  ascertain?  A.  I  know  of 
none,  I  know  of  no  way  of  doing  it. 

BY  MR.  HUGHES: 

Q.  One  more  question,  insamuch  as  the  inquiry  has  gone  to 
this  extent  now.     What  supervision  do  you  have  over  C.  H. 
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Raymond  &  Company's  transactions  and  their  relations  to  their 
sub-agents.  Do  you  know  what  sub-agents  they  have?  Do  you 
exercise  any  control  of  C.  H.  Raymond  &  Company's  agents? 
A.  Under  this  contract  which  I  made  with  them,  whereby  the 
company  was  to  rent  branch  offices  not  to  exceed  $150,000, 
those  agents  have  been  appointed  with  the  approval  and  with 
the  assistance  of  Mr.  Dexter,  the  superintendent  of  domestic 
agency  department.  There  are  other  agents,  their  agents  that 
they  were  employing  under  their  general  agency  contract,  the 
company  has  no  direct  dealings  with  them. 

Q.  So  prior  to  this  modification  of  the  Rajmiond  contract, 
which  gave  you  the  opportunity  to  establish  branch  offices,  and 
with  reference  to  the  sub-agents  appointed  by  Raymond  & 
Company  directly,  you  exercised  no  control  over  them?  A. 
None. 

Q.  You  do  not  know  what  they  have,  you  neither  employ  them 
nor  dismiss  them     A.  No. 

Q.  You  make  no  effort  to  ascertain  whether  they  rebate  or  not? 
A.  We  do  not. 

Q.  Your  relations  are  entirely  in  such  a  case  with  Raymond  & 
Company?     A.  Yes. 

Q.^And  that  is  true  generally  in  regard  to  the  general  agency 
system;  you  establish  your  relations  with  the  general  agent, 
and  he  looks  after  the  agents?  A.  Under  the  general  agency 
system,  yes. 

THE^CHAIRMAN:  The^Committee  will  have  a  meeting  im- 
mediately^in  the  adjoining|room.  We  will  now  take  a  recess 
until  2.15  P.  M. 
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AFTER  RECESS. 

Senator  Armstrong  in  the  Chair. 

MR.  HUGHES:  While  we  are  waiting  for  Mr.  McCurdy  I  will 
ask  Mr.  Preller  to  take  the  stand. 

CHARLES  A.  PRELLER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Preller,  you  are  the  Auditor  of  the  Mutual  Life  In- 
surance Company?     A.  Yes,  sir. 

Q.  How  long  have  you  been  auditor?     A.  Since  July,  1893. 

Q.  What  do  you  do  as  auditor?  A.  I  have  charge  of  the  ac- 
counts of  the  company. 

Q.  Well,  in  taking  charge  of  the  accounts  precisely  what  do 
you  do.  A.  See  that  the  charges  are  made  to  the  proper  ac- 
counts, and  that  I  have  authorized  vouchers  for  the  charges  so 
made. 

Q.  You  have  vouchers,  authorized  vouchers,  for  all  charges 
that  are  made?     A.  Yes,  sir. 

Q.  You  are  responsible  to  the  company  for  proper  bookkeep- 
ing?    A..  Yes,  sir. 

Q.  Have  you  the  account  here  which  will  show  the  details  of 
the  expenditures  that  are  grouped  in  the  annual  report  of  the 
company  under  the  heading  of  advertising,  printing,  stationery 
and  postage,  and  aggregating  last  year  $1,134,833.76?  A.  I 
have  got  a  book  that  shows  part  of  it. 
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Q.  Will  you  produce  the  book,  please?  (Book  produced  by 
the  witness.) 

Q.  What  is  this  book  which  you  now  produce?  A.  This  is  a 
blotter  of  the  bills  that  passed  through  the  authorization  of  the 
Committee  on  Expenditures. 

Q.  Is  that  the  book  of  original  entry?     A.  Yes,  sir. 
Q.  In  what  books  are  postings  made  from  that?     A.  Into  the 
cash  book  journal  and  ledger. 

Q.  These  expenses  are  entered  in  the  blotter  that  you  now 
have  chronologically  as  they  occur?     A.  Yes,  sir. 

Q.  And  then  they  are  distributed  among  the  accounts  to 
which  they  belong?     A.  No.     This  is  a  tabluted  record  here. 

Q.  You  mean  that  the  accounts  are  classified  in  the  blotter? 
A.  Yes,  sir. 

Q.  Will  you  turn,  please,  to  the  account  which  shows  part  of 
the  item  which  I  have  mentioned,  that  is,  the  advertising,  print- 
ing, stationery,  and  postage?  A.  Well,  I  might  say,  Mr.  Hughes, 
that  this  is  a  weekly  record.  The  Committee  on  Expenditures 
holds  a  meeting  once  a  week  and  passes  on  the  bills  and  this  is 
added  as  shown  each  week. 

Q.  Now  how  many  accounts  are  there  which  enter  into  this 
item  in  your  published  report  of  advertising,  printing,  stationery 
and  postage?  A.  Well,  there  is  an  advertising  account;  there 
is  a  printing  account  and  there  is  a  postage  and  telegrams  account. 
Q.  Any  other  account?  A.  Will  you  repeat  your  question? 
Q.  What  accounts  are  there  which  embrace  items  which  go  to 
make  up  this  total  in  your  published  report  of  $1,134,833.76? 
A.  Well,  those  three  accounts,  advertising,  printing  and  stationery 
is  one  account. 

Q.  Now,  what  was  the  amount  expended  for  advertising  in 
1904?  A.  Well,  have  you  got  the — well,  I  will  have  to  get  that 
from  the  general  ledger.  I  didn't  know  you  wanted  that  amount; 
I  thought  you  had  it  here. 
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Q.  Have  you  got  the  general  ledger  here ?  A.  No,  sir,  but  I 
can  get  it.     I  can  send  for  it  right  away. 

Q.  Will  the  general  ledger  show  all  the  accounts  for  1904? 
A.   Yes,  sir. 

Q.  Is  there  one  volume  of  the  general  ledger  for  1904  showing 
the  accounts?     A.    Yes,  sir. 

Q.  And  you  have  the  blotter  for  1904?  A.  This  is  the  blotter 
for  1904. 

Q.  And  that  shows  all  the  original  entries  of  the  items  posted 
in  the  general  ledger  ?  A.  All  that  passed  through  the  Committee 
on  Expenditures. 

Q.  What  other  items  would  there  be?  A.  Items  that  come 
through  the  accounts  of  the  branch  offices  and  general  agents. 

Q.  But  the  home  office  accounts  are  all  embraced  in  this  blotter 
A.   Everything  that  is  paid  in  the  home  office. 

Q.  If  you  will  send  for  that  general  ledger  of  1904,  I  will  be 
glad  to  have  it. 

THE  CHAIRMAN:  I  understand,  Mr.  Hughes,  that  this  book 
contains  only  weekly  summaries. 

Q.   Is  that  so?     A.   Yes. 

Q.  In  putting  down  the  weekly  summaries  do  you  put  down 
the  items  of  which  they  are  composed?     A.   Oh,  yes. 

Q.  In  other  words,  if  I  want  to  know  if  a  thousand  dollars  has 
been  disbursed  for  advertising  say  on  March  31st,  1904,  w;ill  that 
book  show  it?     A.   Yes,  sir. 

Q.  And  to  whom  it  was  paid?     A.   Yes,  sir. 

Q.  And  all  the  details.  So  the  weekly  stunmarization  of  it  is 
merely  a  summary  of  items  appearing  in  the  book  itself  ?  A.  That 
is  all. 

Q.  If  you  will  send  for  the  general  ledger  so  that  we  can  have 
it  down  here.     To  what  account  is  the  item  of  $364,254.95  stated 
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in  your  report  for  1904  to  have  been  expended  for  legal  expenses 
charged?     A.    Legal  expenses. 

Q.  Does  that  include  moneys  paid  to  lawyers  in  other  States? 
A.  Yes,   sir. 

Q.  How  many  lawyers  in  the  States  were  paid  by  your  Company 
in  the  year  1904?     A.    I  don't  know. 

Q.  Well,  you  know  who  were  paid,  do  you  not?  You  audited 
the  vouchers.  A.  I  cannot  answer  that.  The  general  solicitor 
can  tell  you  that. 

Q.  Then  you  make  all  payments  to  the  general  solicitor  for 
legal  expenses.  Well,  has  anybody  received  under  any  retainer 
from  the  Mutual  Life  directly  moneys  during  the  year  1904, 
except  the  general  solicitor?     A.    I  don't  know. 

Q.  Well,  it  is  a  matter  that  would  come  under  your  supervision, 
would  it  not?  A.  Well,  Mr.  Hughes,  let  me  say  that  all  I  had 
to  do  with  these  matters  is  to  take  the  vouchers  that  are  given 
me  properly  O.K.'d  and  have  them  charged  up  to  the  accounts  to 
which  they  belong. 

Q.    Exactly.     A.   I  don't  know  anything  further  than  that. 

Q.  Well,  I  shouldn't  think  you  would  need  to  know  more  than 
that  to  tell  me  what  lawyers  have  been  paid?  A.  Well,  I  can't 
answer  that  question.  Any  lawyer  whose  voucher  is  given  me 
properly  O.K.'d. 

Q,   You  mean  you  don't  remember  that?     A.    No,  sir. 

Q.  You  did  know,  of  course,  at  one  time,  as  you  O.K.'d  or 
passed  upon  the  voucher  or  checked  the  voucher?  A.  I  charged 
them  up  as  they  were  given  me  for  that  purpose. 

Q.  Now,  was  there  any  lawyer  or  firm  of  lawyers,  in  1904,  that 
to  your  recollection  was  paid  by  the  Mutual  Life  other  than  the 
general  solicitor?     A.    For  legal  services? 

Q.  For  anything?  A.  Well,  of  course,  whatever  bills  were 
sent  to  me  to  put  before  the  committee  were. 
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Q.  Well,  who  were  they  so  far  as  you  can  recall  them?  A.  I 
can't  recall  them. 

Q.  Cannot  recall  any  of  them?  A.  Not  without  reference  to 
the  vouchers  themselves. 

Q.  Are  there  any  lawyers  under  annual  retainers  by  the 
Mutual  Life?     A.    I  don't  know,  sir. 

Q.  What?     A.  I  do  not  know. 

Q.  Are  there  any  lawyers  who  are  paid  yearly  a  certain  sum  of 
money  by  the  Mutual  Life? 

MR.  BECK :  Do  you  mean  outside  of  the  regular  Legal  Depart- 
ment? 

MR.  HUGHES:  I  mean  by  check  which  this  auditor  sees,  or 
the  voucher  which  comes  under  his  observation  ? 


A 

Q 
Q 

sir? 

Q 
Q 

this 

Q 
Q 
Q 
Q 


Well,  I  can  recall  one. 

Who  is  he?     A.   Mr.  Charles  E.  Miller. 

Yes,  in  what  connection?     A.    In  connection  with  what, 


Why,  with  suits,  legal  services?     A.  As  far  as  I  know. 
Now,  just  turn,  if  you  will,  to  the  legal  expense  account  in 
blotter  that  you  have  here?     A.  For  what  purpose? 
For  what  purpose?     A.  Yes,  sir. 
So  that  we  can  see  what  is  in  it.     A.  Oh. 
Have  you  got  it  before  you?     A.  Yes,  sir. 
Is  it  there  at  this  page  ?     A.    Do   you  mean — if  you  will 
explain  what  you  mean,  Mr.  Hughes,  I  will  turn  to  it. 

Q.  I  mean  to  ask  you  to  turn  to  the  particular  page  of  the 
blotter  which  will  show  entries  charged  to  legal  expenses?  A. 
Why,  they  are  all  through  the  books. 

Q.  Are  the  items  not  grouped  under  headings  here  and  classi- 
fied?    A.  Yes,  sir;  but  I  explained  a  few  moments  ago  that  they 
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were  tabulated  and  made  up  weekly.     If  you  will  look  around 
here  I  can  show  it  to  you.     See,  they  are  tabulated. 

Q.  Though  you  would  have  to  wait  for  the  ledger A.  To 

see  the  total  amount. 

Q.  To  get  the  total  amount,  and  the  various  items  in  the  ledger, 
could  be  traced  back  to  this  book?     A.  Yes,  sir. 

Q.  I  see.  So  they  are  not  grouped  in  this  book  except  by 
weekly  tabulations  and  the  items  are  stated,  is  that  it?  A.  The 
items  are  stated  weekly. 

Q.  Now,  for  example,  I  find  here  under  date  of  February  17th, 
1904,  $1,595.15  Law.     A.  Yes,  sir. 

Q.  Those  items  will  appear A.  There  (witness  indicat- 
ing in  book) . 

Q.  Mr.  Preller,  referring  to  the  entries  in  the  book  under  date 
of  January  13th,  1904,  appears  an  entry  under  law  expenses  of 
W.  A.  Fricke,  $5,000.  Who  is  he?  A.  I  don't  know,  sir.  I 
can't  say.     I  can't  answer  these  questions  offhand. 

Q.  Well,  what  State  is  he  in?     A.  I  don't  know  that. 

Q.  Is  he  in  Wisconsin?     A.  I  don't  know,  sir. 

Q.  Don't  know  anything  about  it?  A.  As  I  explained  before, 
Mr.  Hughes,  these  vouchers  simply  come  to  me,  and  I  enter  them 
up,  as  they  come  fully  O.K.'d. 

Q.  Who  is  W.  J.  Holden?    A.  I  don't  know,  sir. 

Q.  I  see  an  entry  January  27th,  1904,  of  $1,000.  Who  is 
James  F.  Pierce?  A.  James  F.  Pierce,  well,  he  is  a  lawyer,  or 
was. 

Q.  Well,  what  was  this  payment  for  that  I  find  under  date 
of  January  27th,  1904?  A.  I  don't  recall  without  referring  to 
the 

Q.  I  find  under  date  of  January  30th,  1904,  an  entry  under 
the  head  of  law  expenses,  Robert  Olyphant,  Chairman,  $25,000. 
What  was  that  for?     A.  I  don't  know,  sir. 

Q.  Why  should  that  be  paid  to  Robert  Olyphant,  Chaimian? 
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What  was  he  Chairman  of?  A.  Chairman  of  the  Committee  on 
Expenditures. 

Q.  For  what  reason  should  there  be  a  payment  to  the  Chairman 
of  the  Committee  on  Expenditures  of  $25,000?  A.  I  don't  know, 
sir. 

Q.  Do  the  vouchers  that  you  received  show  anything  more  in 
the  case  of  legal  services  than  that  they  are  for  legal  services? 
A.  Show  any  more? 

Q.  Anything  further  than  the  general  fact  that  the  service 
was  a  legal  service?  Does  it  show  the  character  of  the  service, 
the  nature  of  the  matter  in  which  the  service  was  rendered  ?  A. 
In  most  cases  they  do. 

Q.  Now,  when  you  make  a  payment  of  $25,000,  to  Robert 
Olyphant,  Chairman,  what  kind  of  a  voucher  do  you  get?  A.  I 
get  a  voucher  signed  by  Mr.  Olyphant  as  Chairman  of  the  Com- 
mittee. 

Q.  Showing  what?  A.  Showing  that  he  has  had  that  amount 
of  money  given  to  him  for  purposes  which  I  don't  know. 

Q.  Does  the  Committee  on  Expenditures  keep  any  minutes  of 
its  proceedings?     A.  Yes,  sir. 

Q.  Who  keeps  those  minutes?     A.  I  do. 

Q.  You  do?     A.  Yes,  sir. 

Q.  Well,  was  this  matter  of  the  payment  of  $25,000  to  the 
Chairman  before  that  Committee?     A.  Yes,  sir. 

Q.  Will  you  send,  please,  for  the  book  containing  the  minutes 
of  the  Committee  on  Expenditures  ?  Can  we  have  that  brought 
down?  Well,  do  you  recall  what  was  brought  up  in  the  meeting 
with  reference  to  that?     A.  No,  sir. 

Q.  Not  the  slightest  idea  what  that  was  for?     A.  No,  sir. 

Q.  I  find  under  date  of  August  31st,  1904,  another  entry, 
Robert  Olyphant,  $25,000,  without  the  addition  of  "chairman." 
Do  you  know  what  that  was  for?    A.  No,  sir. 

Q.  Was  there  any  voucher  for  that  other  than  the  fact  that 
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Robert  Olyphant  got  that  amount  of  money  for  something  you 
did  not  know  anything  about?  A.  The  same  voucher — I  had  a 
voucher  in  both  cases  passed  before  the  Committee. 

BY  THE  CHAIRMAN: 

Witness,  I  suppose  you  mean  that  your  duties  to  this  Com- 
mittee are  purely  clerical  and  you  enter  what  transpires  in  the 
Committee  in  purely  a  clerical  capacity  without  exercising  any 
discretion  or  judgment  about  it?     A.  Yes,  sir. 

BY  MR.  HUGHES: 

Q.  I  find  another  item  under  date  of  November  9th,  1904, 
Robert  Olyphant,  Chairman,  $250,000.  Do  you  make  the  same 
answer  as  to  that  as  to  the  other  items?     A.  Yes,  sir. 

Q.  Now,  are  all  the  legal  expenses  which  aggregate  in  your 
published  statement  $364,254.95  entered  in  this  blotter  under 
the  head  of  Law?     A.  No,  sir. 

Q.  Where  are  the  other  legal  expenses  that  enter  into  the  item 
in  your  report  that  you  included  here  ?  A.  They  are  taken  from 
the  report  of  the  foreign  departrnent  and  from  the  report  of  the 
domestic  agencies. 

Q.  We  had  a  reference  yesterday  to  a  sum  of  $2,500  that  had 
been  paid  out  in  a  political  contribution.  Where  is  that  entered? 
A.  What  was  that? 

Q.  A  pa3mient  to  the  Congressional  Committee?  A.  I  don't 
know. 

Q.  Do  you  know  of  the  payment?     A.  No,  sir. 

Q.  Well,  do  you  mean  by  that  that  it  never  came  under  your 
attention,  a  payment  to  Chairman  Babcock  of  the  Congressional 
Committee?    A.  Yes. 

Q.  Then  it  never  come  under  your  attention?     A.  No. 
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Q.  Never  heard  of  it?     A.  Never  heard  of  it. 

Q.  Well,  how  do  you  book  matters  which  are  disbursed  by 
executive  officers  on  executive  order?  A.  Through  the  medium 
of  that  book  there. 

Q.  Is  there  any  special  account  kept  of  those?  A.  They  are 
charged  to  one  or  other  of  the  accounts  which  are  tabulated  as  the 
heading  shows. 

Q.  Have  you  a  tabulation  at  the  end  of  the  year  of  these  vari- 
ous accounts  aggregating  the  monthly  totals  or  weekly  totals? 
A.  A  tabulation — those  accounts  are  posted  into  the  cash  book, 
and  from  the  cash  book  into  the  journal  and  from  the  journal 
into  the  ledger,  which  will  show  the  total  of  each  month. 

Q.  Now  you  or  someone  in  your  Company  knows  whether 
$2,500  was  booked,  and  I  would  like  your  Company  to  produce 
him.  If  you  are  not  the  man  who  can  state,  I  want  the  Company 
to  have  someone  who  can  state  it  brought  here?  A.  Was  it  Mr. 
Thummel  who  made  the  statement  ? 

Q.  Yes.     A.  He  must  know. 

Q.  No;  he  says  he  does  not  know  how  it  was  booked?  A. 
There  is  no  date  given.     I  could  not  tell  now. 

Q.  I  think  you  have  ways  of  getting  information  which  will 
enable  you  to  inform  us  on  that  point,  and  I  shall  expect  your 
Company  to  do  it.  The  fact  is  that  the  payment  was  made,  and 
I  want  to  know  how  it  was  booked. 

(At  this  point  a  book  was  produced  by  a  representative  of  the 
Company.) 

Q.  Now  is  there  an  other  account  to  which  charges  are  made 
for  payments  to  an  officer  of  the  Company  other  than  payments 
to  Mr.  Olyphant?     A.  No,  sir. 

Q.  That  is,  I  mean  that  are  under  this  head?     A.   No,  , 

Q.  Are  there  any  accounts  to  which  payments  are  charged  for 
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other  than  legal  expenses  when  pa}rtnents  are  made  to  Mr.  Oly- 
phant?    A.  Not  that  I  recall  now. 

Q.  Do  the  salaries  appear  in  this  book?     A.  Yes. 

Q.  Whereabouts?     A.  Here-.     (Witness  indicates.) 

Q.  You  point  to  an  item  of  salaries  for  1904  aggregating 
$1,002,720.10.  How  are  the  salaries  of  the  executive  officers  paid, 
in  what  installments?     A.  Paid  by  the  cashier. 

Q.  In  what  installments,  monthly  or  quarterly  or  semi- 
annually?    A.  As  far  as  I  know,  semi-monthly. 

Q.  Semi-monthly?     A.  Yes. 

Q.  Do  they  appear  in  this  blotter?     A.  Yes. 

Q.  Will  you  show  me,  please,  the  months — take  December 
1904. 

(Witness  indicates.)     A.  There  are  not  items  in  this  book  at  all. 

Q.  There  are  no  items  in  this  book  relating  to  salaries  ?     A.  No 

Q.  They  are  kept  by  the  cashier?     A.  Yes. 

Q.  How  does  he  keep  them?  A.  You  will  have  to  ask  him 
that.     I  don't  know.     He  has  got  his  own  records,  is  all  I  know. 

Q.  Do  you  mean  in  payrolls?     A.  Yes. 

Q.  And  these  payrolls  are  made  up  monthly?  A.  Semi- 
monthly. 

Q.  You  think  that  the  president's  salary  is  paid  semi-monthly? 
A.  I  don't  know,  sir. 

MR.  HUGHES :  What  is  the  fact  as  to  that?  Please  send  for 
the  payroll  of  December,  1904,  and  we  will  see  if  we  can  get  the 
facts  about,  and  if  that  does  not  show  what  the  salaries  are 

MR.  BECK:  Do  you  want  merely  the  salaries  of  the  executive 
officers  ? 

MR.  HUGHES:  Yes. 
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MR.  BECK:  You  asked  me  to  produce  it,  and  I  did.  (Pro- 
ducing paper.) 

MR.  HUGHES:  I  oflEer  that  in  evidence. 

(Paper  marked  Exhibit  264.  Exhibit  264  will  be  found  in  the 
book  of  exhibits.) 

MR.  HUGHES;  This  sheet  gives  the  salaries  of  the  president, 
two  vice-presidents,  second  vice-president,  third  vice-president, 
general  manager  and  treasurer  from  1877  to  1905  as  follows. 
President's  salary — I  will  read  the  columns  as  they  appear  here, 
giving  the  salaries  of  all  the  ofiicers  named  who  received  salaries 
during  the  years  mentioned.      (Exhibit  read.) 

Q.  Now,  have  you  the  minutes  of  the  Finance  Committee 
which  show  the  provisons  for  the  salaries?  I  should  like  to  have 
those  minutes  produced  of  the  Finance  Committee  or  other 
committee  that  fixes  the  salaries  that  are  mentioned  here.  Now, 
there  are  produced  the  minutes  of  the  "Executive  Committee. 
These  are  the  minutes  to  which  you  referred  a  moment  ago  as 
kept  by  you?     A.  Yes,  sir. 

Q.  These  minutes  simply  show  that  salaries  amounting  to 
sums  stated  were  approved?     A.  Yes. 

Q.  Then  the  amounts  are  given  in  aggregates  with  reference  to 
the  particular  title  to  which  they  relate?     A.  Yes,  sir. 

Q.  Those  are  all  the  minutes  that  are  kept?    A.  Those  are  all. 

Q.  For  example,  one  on  January  30th,  1904,  Robert  Olyphant 
Chairman  was  paid  $25,000.  That  was  charged  to  the  legal 
expense  account.  That  item  with  other  items  aggregating 
$107,  appear  in  the  minutes  of  the  Expenditures  Committee 
simply  as  "Law  $25,107."     A.  Correct,  sir. 

Q.  And  all  you  had  to  do  with  it  was  simply  to  register  the 
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amounts  that  were  stated  at  the  meetings  and  to  perform  the 
services  of  seeing  that  those  amounts  were  properly  entered  in  the 
books?     A.  That  is  all,  sir. 

Q.  You  had  nothing  to  do  and  didn't  know  anything  about  the 
purposes?     A.  No,  sir. 

Q.  And  of  course  were  in  no  position  to  either  approve  or  dis- 
approve of  the  payment?     A.  No,  sir. 

Q.  So  there  is  nothing  in  the  minutes  of  the  expenditures 
committee  which  would  at  any  time  show  what  any  particular 
payment  was  for  except  as  the  heading  of  the  account  to  which 
it  is  charged  is  stated?     A.  That  is  all. 

MR.  HUGHES:  That  is  all  for  the  present,  Mr.  Preller. 

BY  MR.  ROGERS: 

Q.  Mr.  Preller,  your  position  is  that  of  auditor?     A.  Yes,  sir. 

Q.  Is  that  the  title  of  your  position?     A.  Yes,  sir. 

Q.  How  long  have  you  held  it?     A.  Since  1893. 

Q.  And  you  were  with  the  Company  prior  to  that?  A.  Yes, 
sir. 

Q.  'What  is  your  present  salary?     A.  $10,000. 

Q.  And  you  have  drawn  that  for  how  long?  A.  I  think  since 
1889. 

BY  MR.  HUGHES: 

Q.  Just  before  you  leave  the  stand  tell  me  whether  these  are 
the  original  minutes  kept  by  you,  or  whether  there  were  any 
other  minutes  at  any  time  of  these  meetings  kept  by  you?  A. 
These  are  the  minutes  that  are  kept. 

Q.  Those  are  the  only  minutes  that  you  have  ever  had?  A. 
Those  are  the  only  minutes  of  any  of  those  meetings. 
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Q.  That  you  have  ever  had?     A.  That  are  shown  here.     This 
is  only  for  the  year,  you  know. 
Q.  Oh,  I  understand  that. 

MR.  HUGHES:  Mr.  McCurdy,  will  you  resume  the  stand, 
please. 

ROBERT  H.  McCURDY,  recalled,  testifies  as  follows: 

THE  WITNESS:  Here  are  the  leases  you  asked  for,  Mr. 
Hughes. 

MR.  BECK:  Mr.  Chairman,  while  Mr.  Hughes  is  looking  for 
his  next  question,  in  connection  with  these  increases  of  salaries 
wouldn't  it  be  fair  to  note  upon  the  record  that  the  witness  can 
testify  the  size  of  this  corporation,  as  measured  by  its  cumulative 
assets  has  grown  not  only  four-fold,  but  possibly  as  much — 
well,  I  won't  venture  the  percentage — but  I  think  if  the  witness 
is  permitted  to  say  what  the  accumulated  assets  were  in  1877 
and  what  they  are  now  that  might  explain  why  the  salaries  have 
grown. 

MR.  HUGHES:  Certainly,  if  Mr.  McCurdy  would  like  to  make 
a  statement  as  to  that  I  should  be  glad  to  have  him  to  so 

THE  WITNESS:  Well,  I  don't  think  I  can  give  the  exact 
amount  of  the  assets  in  1877.  They  were  about — Mr.  Preller,  do 
you  know  what  they  were  in  1877  ? 

MR.  HUGHES:  Well,  we  have  a  statement  here. 
MR.  BECK:  A  little  over  forty  millions. 
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THE  WITNESS:  A  little  over  forty  millions. 

[   MR.  BECK:  And  what  are  they  now,  $450,000,000? 

THE  WITNESS:  $450,000,000. 

MR.  BECK:  I  was  about  to  say  they  had  grown  ten-fold. 
I  wasn't  sure  of  the  percentage. 

MR.  ROGERS:  I  would  like  to  ask  in  that  connection  if  the 
resulting  benefits  to  the  individual  policy-holders  have  grown  in 
like  manner  ? 

(Laughter  and  applause  from  the  audience.) 

THE  CHAIRMAN:  Now,  there  must  be  no  such  demonstra- 
tion during  this  examination.  The  approval  or  disapproval  of 
the  audience  is  not  of  the  slightest  use  to  the  Committee. 

MR.  ROGERS:  I  asked  the  question  very  seriously,  because 
the  relation  of  the  Company  to  the  indivdiual  policy-holder  in 
each  specific  instance  is,  after  all,  a  very  vital  problem  to  this 
Committee,  and  the  great  accumulation  of  assets,  unless  there  is 
to  some  extent  an  accumulation  of  benefits  to  the  policy-holders, 
is  of  slight  consequence. 

MR.  BECK:  Well,  it  has  already  been  testified,  if  I  may  be 
pardoned  for  answering  the  question,  that  none  of  the  twenty- 
year  endowments  have  yet  matured,  therefore,  it  is  not  to  be 
determined. 

MR.  ROGERS:  I  grant  you  on  that. 
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MR.  BECK:  Therefore  it  is  obvious  that  the  growth  of  this 
great  corporation  in  the  vast  number  of  its  policy-holders  cannot 
be  measured  by  the  mere  question  of  the  contribution  of  any  single 
member.  In  other  words,  his  proportionate  profits  must  bear 
some  relation  to  that  which  he  puts  in.  The  two  things  are  not 
in  analogy,  at  least  it  seems  to  me  so ,  and  I  submit  it  respectfully. 

BY  MR.  HUGHES: 

Q.  Well,  as  I  understand  it  is  seriously  contended,  Mr.  Mc- 
Curdy, that  the  salaries  of  the  executive  officers  should  increase 
in  proportion  to  the  accumulation  of  the  assets  of  the  Company? 
A.  I  don't  know  that  the  policy  has  ever  been  defined  in  that 
way,  but  it  would  certainly  seem  reasonable. 

Q.  In  other  words,  the  Mutual  Life  is  constantly  increasing 
its  assets,  is  it  not?     A.  It  is. 

Q.  Have  you  any  limit  in  your  mind  at  which  the  salaries 
should  stop?  A.  I  have  never — I  didn't  know  until — as  I  have 
testified  I  didn't  know  what  the  salaries  were. 

Q.  Well,  in  view  of  that,  I  would  not  have  asked  you  the 
question  if  it  had  not  been  suggested  that  you  could  furnish 
some  explanation  in  regard  to  the  policy  of  the  Company  in 
regard  to  increasing  salaries,  and  it  was  suggested  that  the  accu- 
mulation of  the  Company  were  increasing  so  rapidly  as  to  justify 
the  increase  of  salaries.  Now,  if  the  Company  goes  on  growing, 
do  you  think  it  would  be  proper  in  course  of  time  to  increase 
the  President's  salary  to  $250,000?  Have  you  any  idea  in  your 
mind  that  it  should  be  increased  further  as  the  accumulations 
increase?  A.  I  have  never  formulated  any  idea  in  my  mind 
as  to  that  subject. 

Q.  Nor  have  you  formulated  any  idea  as  to  why  the  salary 
should  be  increased  to  $150,000  because  of  any  increase  in  accu- 
mulations, have  you?     A.  Only  that  I  think  the  payment  of 
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salaries — the  amount  of  salaries  paid  in  all  corporations  bears 
some  relation  to  the  size  of  the  corporation  and  the  importance 
of  the  duties  fulfilled? 

Q.  Yes.  Anything  further  than  that  ?  A.  Only  that  it  is  a, 
fact  that  small  corporations  pay  small  salaries. 

Q.  Of  course,  in  an  ordinary  business  enterprise  conducted  for 
the  gain  of  the  individuals  who  contribute  to  the  capital,  the 
amount  to  be  paid  for  management  is  generally  considered  with 
reference  to  the  amount  of  profit  made  for  those  individuals,  is  it 
not?     A.  I  don't  know  that  it  is,  sir. 

Q.  Yes.  In  other  words,  as  a  mutual  company  your  Company 
is  composed  of  policyholders,  and  whether  or  not  salaries  should 
be  increased  depends  entirely  on  whether  it  is  profitable  to  the 
policyholders  to  have  them  increased,  is  not  that  so  ?  A.  Not 
entirely.  I  think  that  the  responsibility  and  the  duties  that  are 
imposed  by  the  presidency  or  the  vice-presidency  of  a  corporation 
of  the  size  of  the  Mutual  Life,  the  amount  of  the  salary  ought  to 
bear  some  relation  to  the  size  of  the  corporation  and  the  respon- 
sibilities of  the  office. 

Q.  Your  Board  of  Directors  is  supposed  to  represent  the  policy- 
holders?    A.  Yes. 

Q.  And  in  voting  for  salaries  to  represent  the  wishes  of  the 
policyholders  and  not  the  wishes  of  the  executive  officers,  so  far 
as  their  personal  interests  is  concerned,  and  in  increasing  salaries 
you  understand  that  it  is  your  obligation  to  have  sole  regard  to 
the  interests  of  the  policyholders  do  you  not?     A.    Yes. 

Q.  Now,  do  I  understand  that  there  has  been  any  interest  of 
the  policyholders  in  increasing  the  president's  salary  from 
$100,000  to  $150,000,  if  so,  what?  A.  Only,  I  think  as  a  proper 
compensation  for  increased  responsibility. 

Q.  You  think  the  responsibility  increased  in  1900?  A.  The 
trustees  evidently  did,  sir. 
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Q.  Well,  did  the  trustees  fix  this  salary?  A.  They  did,  sir,  I 
presume.     I  say  I  didn't  know  of  its  existence. 

Q.  Has  it  ever  been  brought  before  the  Board  of  Trustees  so  far 
as  you  know?     A.  I  couldn't  say. 

Q.  Never  brought  before  the  Board  of  Trustees  at  any  meeting 
that  you  attended?     A.  I  think  it  antedated  1903,  did  it  not? 

Q.  Yes,  but  it  must  be  an  annual  agreement.  A.  I  haven't 
any  recollection  of  it. 

Q.  And  I  think  you  said  this  morning  that  so  far  as  you  knew 
none  of  the  directors  or  trustees  knew  what  the  salaries  were 
except  the  president  and  perhaps  the  members  of  the  Finance 
Committee  back  at  the  time  at  which  it  was  originally  fixed.  A.  I 
think  I  said  the  officers  and  employees  of  the  Company.  I  don't 
know  what  the  trustees  knew. 

Q.  Now,  you  have  produced  here  certain  leases  to  the  National 
Safe  Deposit  Company.  What  space  is  occupied  in  the  property 
of  the  Mutual  Life  Insurance  Company  by  the  National  Safe 
Deposit  Company?  A.  It  occupies  the  basement  of  the — one- 
half  of  the  basement  of  the  Liberty  street  addition.  No.  32 
Liberty  Street. 

Q.  Do  you  know  what  the  square  feet  may  be  ?    A.  I  do  not,  sir.. 

Q.  Who  bore  the  expense  of  fitting  up  the  property  for  the  safe 
deposit  uses?  A.  I  don't  know,  sir.  I  don't  know  anything 
about  the  real-estate  care  or  management  of  the  business.  It  all 
comes  under  the  third  vice-president  or  the  treasurer. 

MR.  HUGHES:  We  will  note  upon  the  record  the  leases  that 
are  produced.  The  first,  which  we  will  mark  for  identification,  is 
dated  May  ist,  1894. 

(Marked  Exhibit  No.  265  for  identification.) 

MR.  HUGHES:  It  is  a  lease  by  the  Mutual  Life  Insurance 
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Company  to  the  National  Safe  Deposit  Company  of  the  basement 
in  32  Liberty  Street  to  be  used  as  offices  and  safe  deposit  vaults 
and  storage  vaults  in  the  cellar  for  a  term  of  ten  years,  to  com- 
mence May  istj  1894,  at  a  yearly  rental  as  follows:  First  year, 
$8,500;  second  year,  $9,000;  third  year,  $10,000;  fourth  year, 
$12,000;  fifth  year,  $14,000;  sixth  year,  $16,000;  seventh  year, 
$18,000;  eighth  year,  $18,000;  ninth  year,  $19,000;  tenth  year, 
$20,000. 

The  party  of  the  first  part  agrees  to  supply  steam-warming 
apparatus,  to  cause  the  premises  to  be  cleaned  and  generally 
cared  for  by  the  janitor  without  extra  charge,  and  also  to  furnish 
throughout  the  year  a  reasonable  amount  of  gas  or  electricity  for 
lighting  said  premises. 

Also,  a  further  agreement,  or  lease  which  will  be  marked  for 
identification. 

(Marked  Exhibit  No.  266  for  identification.) 

MR.  HUGHES:  Dated  February  4th,  1897,  reciting  the  lease 
above  mentioned  and  the  desire  of  the  party  of  the  second  part  to 
have  the  same  modified  and  reciting  that  whereas  under  the 
terms  of  the  lease  the  party  of  the  second  part  is  paying  ten 
thousand  dollars  at  that  time  for  the  said  premises,  it  is 
agreed  that  the  rent  for  the  fourth  year  and  thereafter  shall  be  the 
same  as  the  rent  for  the  current  year,  to  wit — $10,000  per  annum, 
instead  of  the  rate  fixed  in  the  contract,  provided  that  the  party 
of  the  first  part  reserves  the  right  on  or  before  the  first  day  of 
February,  May,  August  or  November,  in  any  year  during  the 
remainder  of  said  time,  to  notify  the  party  of  the  second  part,  be- 
ginning with  the  next  quarter-day  the  rent  will  be  at  the  rate  re- 
served in  the  said  contract,  or  a  less  rate,  and  the  party  of  the 
second  part  agrees  upon  receiving  such  notification  to  pay  the 
rent  as  so  notified. 
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Also  a  further  agreement  of  lease  dated  March  2nd,  1904, 
which  we  will  mark  for  identification. 

(Marked  Exhibit  267  for  identification.) 

MR.  HUGHES:  Leases  office  and  safe  deposit  and  storage 
vaults  in  cellar  and  basement  in  the  ground  story  of  the  building 
of  the  Mutual  Life  Insurance  Company  Of  New  York,  situate  in 
the  plot  bounded  by  Nassau,  Cedar,  Liberty  and  William  Streets, 
and  particularly  known  as  Nos.  26  to  32  Liberty  Street,  for  five 
years,  commencing  May  ist,  1904,  and  ending  May  ist,  1909,  at  a 
yearly  rental  of  $14,500.00. 

Q.  Do  you  know  what  dividends  are  paid  by  the  National 
Safe  Deposit  Company?  A.  Four  per  cent,  a  year;  two  per  cent, 
semi-annually,  I  believe,  sir. 

Q.  Is  the  National  Safe  Deposit  Company  bonded,  or  has  it 
any  mortgage  debt  of  any  kind?     A.    No,  sir. 

Q.  Now,  you  were  asked  to  produce  the  contracts  with  Cham- 
berlain and  Gillette  of  Texas. 

MR.  HUGHES:  The  contracts  are  produced  and  they  are  as 
follows:  To  save  accumulation  of  matter  upon  the  record  un- 
necessarily, I  will  read  in  each  case  a  synopsis  of  the  contract, 
but  if  I  omit  anything  which  should  be  stated  in  order  to  make  the 
statement  fair  and  complete,  I  would  like  to  have  my  attention 
called  to  it. 

New  York,  November  i6th,  1904. 
Edwin  Chamberlain,  General  Agent. 
Scale  of  compensation  for  1895. 

Class  A.,  Ordinary  life,  continuous  premiums  including  policies 
issued  in  1893  as  semi-centennial  as  follows: 
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20  year  distribution,  50  per  cent,  first  year,  15  per  cent,  second 
year,  7>^  per  cent,  for  five  years  thereafter. 

15  year  distribution,  45  per  cent  and  same  renewals. 

10  year  distributions,  40  per  cent,  and  same  renewals. 

5  year  distribution,  35  per  cent,  and  same  renewals. 

Class  B.  Endowment  policies,  continuous  premiums. 

20  year  distribution,  40  per  cent.,  same  renewals. 

15  year  distributions,  35  per  cent.,  same  renewals. 

10  year  distributions,  30  per  cent.,  same  renewals. 

5  years  distribution,  25  per  cent.,  same  renewals. 

Class  C,  limited  payments  distribution  policy,  ten  or  more 
payments,  life  or  endowments, 

20  year  distribution,  35  per  cent.,  same  renewals 

15  year  distribution,  30  per  cent.,  same  renewals. 

10  year  distribution,  25  per  cent.,  same  renewals. 

5  year  distribution,  20  per  cent.,  same  renewals. 

Class  D,  Single  premium  policies. 

Life  policies,  10  per  cent.,  Endowment  7^^  per  cent.  Annuities 
of  all  kinds  5  per  cent.  Mortuary  allotments  and  contingent 
additions  5  per  cent.,  annual  distributions  and  all  other  forms  of 
policies,  not  provided  for,  35  per  cent.  flat.  Without  renewals 
that  is. 

Q.  Now  these  amounts  that  have  been  read  are  the  same  as 
those  that  appear  in  the  printed  form  of  the  Company  except  in 
the  case  of  Class  A,  where  the  first  year's  commission  was  the  same 
but  the  printed  form  provides  for  renewals  of  six  per  cent,  for 
six  years  and  the  amount  of  renewals  allowed  on  business  in  Class 
A  is  15  per  cent,  for  the  second  year  and  7>^  per  cent,  for  five 
years  thereafter,  and  the  same  rate  for  renewals,  I  see,  is  also 
given  by  a  modification  of  the  printed  form  in  Class  B  and  Class  C. 

The  quotas  and  bonuses  are  stated  as  follows: 
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First  quota  $1,100,000.  After  this  amount  in  all  classes  of 
business,  except  B  and  E,  is  established  you  will  be  entitled  to  a 
bonus  of  $1.50  per  one  thousand  established  in  excess  thereof. 

Second  quota  $1,800,000.  After  this  amount  shall  have  been 
established  you  will  be  entitled  to  charge  $1.00  additional  per 
thousand  for  all  business  except  D .  and  E  established  in  excess  of 
said  second  quota. 

Third  quota  $2,530,000.  After  this  amount  shall  have  been 
established  you  will- be  entitled  to  charge  $1.50  additional  for 
each  one  thousand  dollars  upon  all  business  except  D  and  E 
established  in  excess  of  said  third  quota. 

Fourth  quota  $3,300,000.  After  this  amount  shall  have  been 
established  you  will  be  entitled  to  charge  $1.00  per  thousand 
upon  all  business  except  D  and  E  established  in  excess  of  said 
fourth  quota. 

GEORGE  T.  DEXTER,  called  as  a  witness  being  duly  sworn, 
estified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  are  the  superintendent  of  domestic  agencies  of  the 
Mutual  Life  Insurance  Company?     A.    I  am. 

Q.    How  long  have  you  been  such?     A.    Six  years  and  a  half. 

Q.  Then  you  are  not  conversant  with  the  circumstances  under 
which  this  original  contract  of  189s  was  entered  into?  A.  It  was 
previous  to  my  connection  with  the  company,  direct. 

MR.  HUGHES:  Annexed  to  this  contract  are  the  following 
memoranda:  "As  directed  by  president.  General  Agent,  Edwin 
Chamberlain  has  been  allowed  $1,500  per  month  from  June  to 
December  inclusive,  6,000  in  all."    That  is  datedMay  28th,  1895. 
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"Auditors,  allow  the  Texas  agency  $2,600  for  advertising  and 
other  expenses.     April  9th,  1895,  W.  R.  G." 

October  8th,  1895,  a  letter  addressed  by  the  superintendent  to 
the  auditor  "The  Allowance  to  Messrs.  Edwin  Chamberlain  & 
Company  of  $1,500  per  month  is  hereby  continued  for  the  balance 
of  the  year,  comprising  the  months  of  October,  November  and 
December.  We  have  further  authorized  them  to  charge  in  their 
December  account  $7,500  paid  for  furnishing  the  Company  with 
$6,000,000  full  paid  insurance,  1895  issues  in  the  accounts  of 
1895." 

The  next  contract  produced  is  dated  November  9th,  1895,  that 
is  with  Edwin  Chamberlain  for  the  year  1896.  The  contract  is 
upon  the  printed  form  without  changes  upon  the  face  thereof 
so  far  as  the  rate  of  commission  is  concerned,  being  for  ordinary 
life,  joint  life  and  endowment  policies,  calling  for  ten  or  more 
premiums.  The  first  year's  twenty  year  distribution  70  per  cent. 
First  year  fifteen  year  distribution  60  per  cent,  ten  year  dis- 
tribution 50  per  cent,  five  year  distribution  40  per  cent,  with  four 
renewals  of  10  per  cent,  and  three  of  five  per  cent 

Annexed  to  this  is  a  memorandum  or  letter  written  b}^  John  C. 
Elliott,  superintendent  of  domestic  agencies  to  C.  A.  Preller, 
auditor,  dated  February  8th,  1896:  Dear  Sir:  Edwin  Chamber- 
lain, General  Agents,  bonus  quotas  have  been  changed  so  as  to 
read:  First  quota  $460,000,  second  quota  $625,000,  third  quota 
$1,000,000,  fourth  quota  $2,115,000. 

He  has  also  been  authorized  to  charge  5  per  cent,  overriding 
commission  on  twenty,  fifteen  and  ten  year  distribution  policies 
in  the  accounts  of  1896. 

Q.  That  means  a  special  rate  over  the  ordinary  amount  al- 
lowed?    A.   It  does,  sir. 

Q.  Also  until  further  notice  Edwin  Chamberlain  is  allowed 
as  a  special  allowance  $200  a  month  for  L.  J.  Wortham,  legal 
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services.  That  means  that  was  to  be  a  credit  to  the  agency  of 
that  amount  which  they  would  not  have  to  pay  out  of  their 
commissions?     A.  It  was. 

Q.  Also  a  note  under  date  of  March  yth,  1896,  the  following: 
Please  note  the  following  allowance  to  the  San  Antonio  general 
agency  for  1896  at  the  rate  of  |8,ooo  per  annum  for  office  ex- 
penses, at  the  rate  of  $3,000  per  annum  for  advertising,  at  the 
rate  of  $9,000  per  annum  for  agency  expenses.  That  means  that 
those  allowances  were  made  to  the  extent  stated  by  the  company 
so  that  those  amounts  would  not  have  to  be  paid  out  of  the  com- 
missions of  the  San  Antonio  agency?  A.  That  is  true.  It  was 
also  allowed  to  some  other  agents  at  the  same  tirae  and  under 
similar  circumstances.  The  allowance  was  not  specially  to  that 
agency.     May  I  state  the  reason  for  that? 

Q.  Certainly,  if  you  are  acquainted  with  it.  A.  The  great 
expense  of  doing  business,  the  high  cost  of  railroad  transporta- 
tion, and  hotel  expenses  are  rather  high,  the  great  distances  and 
the  general  greater  expenses  than  in  a  more  compact  and  smaller 
territory,  some  allowances  were  necessary. 

Q.  When  did  your  connection  with  the  department  begin? 
A.  In  December,    1898. 

Q.  Now,  it  seems  to  have  been  the  practice  for  some  years  in 
dealing  with  Chamberlain  or  Chamberlain  &  Gillette — ■ —  How 
long  have  Chamberlain  &  Gillette  been  the  agents  there?  A.  At 
least  twelve  years. 

Q.  Then  while  the  contract  was  for  a  time  in  the  name  of 
Edwin  Chamberlain  it  was  really  held  by  the  firm?  A.  It  was 
not.  Mr.  Gillette  went  there  at  a  later  period,  perhaps  eight 
years  ago,  that  is,  roughly  speaking,  and  the  intention  and  ex- 
pectation was  to  divide  the  field  and  each  should  have  half  of  it. 
The  arrangement  was  made  for  a  partnership  and  the  whole 
field  remained  under  the  new  firm  name  without  change. 

Q.  What  was  the  new  firm  name?     A.  Chamberlain  &  Gil- 
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lette.  I  am  not  sure  that  that  name  was  taken  when  the  part- 
nership was  entered  into.  It  was  Edwin  Chamberlain  &  Com- 
pany for  some  years,  I  think 

Q.  Did  Mr.  Gillette  go  there  under  a  guarantee?  A.  I  could 
not  answer  that.     It  was  before  my  time. 

Q.  I  find  a  reference  in  1897  in  a  letter  attached  to  the  con- 
tract under  date  of  January  ist,  1897,  "Mr.  D.  G.  Gillette's 
guarantee  for  1897  will  remain  the  same  as  in  1896,  and 
against  same  he  is  to  return  all  the  profits  of  the  business."  A. 
Yes. 

Q.  Do  you  know  what  guarantee  that  was ?  A.  I  do  not  know 
the  amount  of  it. 

Q.  Then  in  a  letter  of  February  7th,  1898,  I  find,  "Mr.  Daniel 
G.  Gillette  guarantee  for  1898  will  be  the  same  as  last  year." 
A.  I  have  an  indistinct  recollection  that  that  guarantee  was 
$5,000  a  year. 

Q.  Apparently  from  this  it  appears  that  Chamberlain  &  Gil- 
lette had  the  ordinary  agents  contract.     A.  They  did. 

Q.  And  then  an  overriding  commission  of  five  per  cent.  A. 
That  is  true. 

Q.  And  that  has  continued  right  along?     A.  It  has. 

Q.  Then  in  addition  to  that  it  would  appear  that  they  have 
received  certain  allowance  for  expenses?     A.  Yes,  sir. 

Q.  Can  you  state  whether  or  not  an  overriding  commission 
has  since  been  allowed  to  other  general  agents?     A.  It  has. 

Q.  To  what  extent  have  Chamberlain  &  Gillette  been  favored 
in  the  giving  of  commissions?  A.  In  1898  there  were  five  general 
agencies  that  had  an  overwriting  commission.  Three  of  them, 
notably,  the  St.  Louis  General  Agency,  had  an  overwriting 
commission  of  ten  per  cent.,  and  two  others  that  I  don't  remember 
who  they  were.  I  am  quite  sure  there  were  five.  Chamberlain 
&  Gillette  had  an  overwriting  commission  of  five  per  cent., 
which,  as  you  stated,  has  been  discontinued  at  this  time.     I 
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would  say  they  were  not  paid — the  cost  of  doing  business  was 
so  much  in  excess  of  the  New  England  and  the  Middle  West 
that  they  labored  at  a  disadvantage. 

j^Q.  Without  referring  to  the  disadvantage  and  the  extra  cost 
of  labor,  but  merely  to  get  at  the  facts  whether  they  had  a  larger 
rate  of  commissions,  was  Mr.  -McCiirdy  right  in  his  statement 
this  morning,  as  I  understood  him,  that  they  did  have  a  larger 
rate?  A.  They  did.  They  have  the  five  per  cent,  as  you  have 
demonstrated. 

Q.  And  that  five  per  cent,  is  upon  what?  A.  Upon  the  first 
year  premium,  class  A  business. 

Q.  Have  they  any  advantage  in  renewal  commissions,  I  mean 
by  advantage,  any  higher  rate  than  other  agents  get  aside,  of 
course,  from  Raymond  &  Company?  A.  May  I  look  at  the 
last  contract? 

Q.  Yes.  (Handing  paper).  A.  They  have  no  advantage, 
the  renewals  are  the  same. 

Q.  Have  they  any  advantage  in  bonuses?  A.  Absolutely 
none. 

Q.  Or  in  the  amount  of  quotas?     A.  None 

Q.  Or  in  the  amount  of  allowances  for  expenses?  A.  They 
have  a  larger  allowance. 

Q.  What  was  the  total  amount  allowed  in  1904  for  Chamber- 
lain &  Gillette?     A.  $10,000  as  I  remember  it. 

Q.  A  little  more  than  that,  was  it  not?     A.  Yes,  that  is  true. 

Q.  How  much?    A.  $15,840. 

Q.  What  are  the  profits  of  Chambelain  &  Gillette  net?  A.  I 
had  a  trial  balance  about  four  years  ago  which  showed  their 
profits,  approximately,  $30,000.  At  that  time,  having  done  busi- 
ness together— that  was  from  the  beginning  of  their  partnership 
as  I  remember  it,  six  years,  they  were  still  in  debt.  They  had 
taken  out  their  living  and  necessary  expenses,  and  had  borrowed 
money  from  the  United  States  Mortgage  &  Trust  Company,  a 
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small  amount.  And  their  profits  for  that  year  were  $30,000.  I 
think  they  have  increased.  I  could  not  state  definitely,  but  they 
were  approximately  net  $40,000  at  this  time.  That  is,  for  the 
labor  of  two  men. 

Q.  We  had  a  question  up  this  morning  as  to  the  contract  with 
C.  H.  Raymond  &  Company.  Have  you  been  famiUar  with  the 
amount  of  money  which  they  were  making?    A.  I  have  not. 

Q.  What  Mr.  McCurdy  said  in  regard  to  that  would  apply  to 
you  as  well,  you  did  not  know  what  the  results  of  their  business 
were?  A.  I  do  not.  I  did  not  hear  Mr.  McCurdy's  testimony, 
but  I  do  not  know. 

Q.  You  said  you  had  a  trial  balance  from  Chamberlain  & 
Gillette?     A.  Yes. 

Q.  How  did  you  happen  to  get  that?  A.  It  was  submitted 
to  me  voluntarily.  There  was  a  question  at  the  time  of  the  con- 
tinuation of  the  partnership  and  the  adujstment  of  the  Cham- 
berlain &  Gillette  Company's  affairs,  and  it  was  submitted  as  a 
matter  for  council  and  advice,  and  the  partnership  did,  however, 
continue,  and  nothing  was  done  in  the  matter. 

BY  MR.  ROGERS: 

Q.  You  say  it  was  submitted  voluntarily.     A.  Yes. 

Q.  You  do  not  mean  to  say,  however,  that  you  had  not  the 
right  to  demand  it?     A.  We  have  a  right  to  demand  it,  yes. 

Q.  And  is  it  not  your  poHcy — I  ask  it  in  all  seriousness,  and 
with  some  surprise,  that  it  is  a  fact — is  it  not  your  poHcy  to  as- 
certain at  fixed  periods,  say  at  the  end  of  every  year,  the  profits, 
gross  and  net,  that  your  agents  throughout  the  country  are 
making?  A.  That  has  not  been  the  poHcy  each  year.  On 
two  occasions  in  the  last  six  years  an  investigation  of  that  kind 
has  been  made. 

Q.  Now,  I  ask  this  also  in  good  faith,  and  yet  because  I  cannot 
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furnish  a  satisfactory  answer  to  myself,  why  have  not  you  re- 
garded a  duty  which  you  owed  to  the  poHcyholders  to  ascertain 
those  facts?  A.  The  theory  was  that  they  were  not  making 
an  excessive  amount  of  money.  Their  statement  generally  was 
accepted.  The  statement  was  generally  that  there  was  not  a 
considerable  profit  in  the  business. 

Q.  I  had  supposed  that  the  cost  of  insurance  was  a  subject  of 
the  closest  scrutiny  in  all  its  phases  and  that  it  was  conducted 
not  upon  a  theory,  but  upon  a  positive  knowledge.  A.  That 
is  strictly  true,  and  when  the  positive  knowledge  was  acquired 
steps  were  taken  to  change  the  system  of  conducting  the  agencies 
and  save  the  profits  that  had  heretofore  gone  to  the  agency,  to 
the  company  and  to  the  policyholders.  That  was  the  result  of 
the  investigation  to  which  I  referred  some  six  years  ago. 

BY  MR.  HUGHES: 

Q.  Was  the  question  ever  brought  before  you  as  superin- 
tendent of  domestic  agencies,  as  to  the  amount  of  money  that 
C.  H.  Raymond  &  Company  were  making,  was  it  ever  discussed? 
A.  It  was  discussed,  yes. 

Q.  With  whom  was  it  discussed?  A.  No  one  in  authority. 
With  the  minor  of&cials  of  the  company,  perhaps. 

Q.  With  whom?  A.  As  a  matter  of  curiosity,  perhaps, with 
the  auditor. 

Q.  The  auditor  did  not  seem  to  be  in  a  position  to  take  a  very 
vital  interest  in  the  company?  A.  That  is  strictly  true,  and  it 
was,  perhaps,  curiosity  on  his  part  to  ascertain  if  I  knew  the 
profits,  which  I  did  not.  That  was  the  nature  of  the  conversa- 
tion whenever  it  occurred. 

Q.  What  are  your  duties?  A.  A  general  supervision  of  the 
company's  agencies  in  the  United  States  and  Canada. 

Q.  What  comes  under  the  head  of  that  supervision?     A.  The 
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appointment,  and  perhaps  the  removal  of  managing  agencies 
under  the  direction  of  the  executive  officers,  primarily  the  gen- 
eral manager;  the  establishing  and  building  of  agenices  in  the 
different  parts  of  the  country,  such  as  employing  the  cashier  and 
necessary  clerical  force,  looking  after  the  rent  and  selection  of 
the  location  of  the  offices.  The  executive  ofl&cers  determined 
the  quotas,  and  amount  of  business  they  want  for  the  year,  or 
require,  and  it  is  my  business  to  get  it,  sir. 

Q.  Did  you  have  any  consultation  with  anyone  as  to  the 
terms  of  C.  H.  Raymond  &  Company's  contract  which  was  made 
in  1903?     A.  I  did  not. 

Q.  Was  that  made  without  asking  your  advice?  A.  I  was 
out  of  the  city  on  a  business  trip  to  the  West  at  the  time  it  was 
made.  It  was  handed  to  me  for  execution,  and  to  be  carried 
out  on  my  return. 

Q.  Do  you  know  of  anvbody  besides  Mr.  Robert  H.  McCurdy 
who  had  anything  to  do  with  fixing  the  terms  of  that  contract? 
A.  I  do  not. 

Q.  Is  that  true  with  other  contracts  with  agents,  do  you 
ever,  yourself,  fix  the  terms  of  any  contract?  A.  I  think  I  have 
signed  most  of  the  other  contracts  and  fixed  the  terms  with  the 
salaried  men  of  the  agencies. 

Q.  Well,  with  the  other  men  who  are  not  salaried?  A.  That 
is  fixed  by  the  exeuctive  officers. 

Q.  Without  your  opinion  being  asked?  A.  Well,  it  has  been 
asked  when  the  rate  of  commissions  are  determined  for  the  en- 
suing year,  or  ensuing  period  of  years..  As  I  recollect  the  last 
time  it  was  fixed  by  the  president  and  the  meeting  of  the  execu- 
tive council  of  the  executive  officers  I  was  consulted  and  it  was 
fixed  for  a  period  of  three  years. 

Q.  What  are  you  referring  to  now,  what  contract?  A.  The 
commission  contracts  with  the  general  agents. 

Q.  You  mean  the  form  of  contract?     A.  The  form  and  amount. 
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Q.  The  scale  which  appears  in  your  printed  forni?  A.  Ex- 
actly so . 

Q.  But  in  regard  to  variations  from  that  regular  scale  in  favor 
of  any  particular  general  agent,  have  you  been  consulted  about 
that?  A.  Very  frequently,  yes,  sir.  I  think  every  time  a  change 
has  been  made. 

Q.  You  have  never  been  consulted  about  it  in  the  case  of  Ray- 
mond &  Company  ?     A.  I  have  not. 

Q.  Do  these  matters  come  before  any  committee?  A.  They 
are  all  approved  by  the  agency  committee  in  accordance  with  the 
company's  By-Laws. 

Q.  Is  that  a  formal  approval  or  are  the  matters  taken  up  and 
discussed  with  the  members  of  the  agency  committee?  A.  That 
I  am  unable  to  answer. 

Q.  Who  are  the  members  of  the  agency  committee?  A.  Mr. 
H.  H.  Rogers,  Mr.  Dumont  Clarke,  Mr.  Truesdale,  and  who  is  the 
other  man — and  the  president,  general  manager,  actuary  and  sec- 
ond vice-president,  are  the  agency  committee  of  the  Company. 
The  matters  are  discussed  in  a  general  way  by  the  agency  com- 
mittee, the  policy  and  plan  determined  and  turned  over  to  me  for 
execution.  \ 

Q.  Was  the  matter  of  the  Raymond  contract  brought  to  the 
attention  of  these  gentlemen  you  have  mentioned?  A.  I  am  un- 
able to  state. 

Q.  You  do  not  attend  the  meetings  of  the  committee?  A.  I 
frequently  do . 

Q.  Did  you  ever  hear  it  discussed  at  any  of  the  meetings  ?  A. 
I  did  not. 

Q.  Now  so  far  as  you  know  are  there  any  general  agents  or  has 
there  been  any  general  agent  of  your  Company  who  has  made  as 
much  money  as  C.  H.  Raymond  &  Company?  A.  There  cer- 
tainly has  not. 


1709 


Testimony  of  George  T.  Dexter 

Q.  Or  who  has  had  the  same  rate  of  commission?  A.  Up  to 
the  last  contract? 

Q.  Yes.     A.  Yes. 

Q.  What  agent?  A.  The  Philadelphia  general  agency  and  I 
think  the  Chicago  general  agency  before  the  change. 

Q.  Well  that  was  many  years  ago?  A.  Yes,  that  was  about 
-five  and  one  half  years  ago . 

<Q.  Do  I  understand  that  five  and  one-half  years  ago  the  Chica- 
go general  agent  had  a  contract  under  which  he  got  as  high  as  85 
per  cent,  of  twenty -year  distribution  business  or  premiums  paid? 
A .  Th  at  is  my  reco  llectio  n . 

Q.  How  long  did  that  continue?  A.  I  think  about  two  years 
before  the  discontinuance  of  the  agency. 

Q.  Who  was  that  agent?     A.  C.  H.  Ferguson,  now  deceased. 

Q.  Have  there  been  any  relatives  of  Mr.  McCurdy  who  have 
been  general  agents  of  the  Company  anywhere  ?  A.  I  think  not. 
I  know  of  none. 

Q.  In  San  Francisco  ?     A.  Mr.  Forbes?     He  is  no  relative. 

Q.  What  is  that?     A.  At  San  Francisco  ? 

Q.  Who  is  the  agent  there?  A.  Mr.  A.  B.  Forbes  and  until 
his  death  two  years  ago  when  his  son,  his  salaried  manager,  suc- 
ceeded him.     No  relation. 

Q.  You  spoke  of  the  Philadelphia  agency.     A.  Yes. 

Q.  Who  was  the  agent  there ?  A.  Major  Lambert,  Lambert  & 
Waterhouse,  up  to  the  death  of  Mr.  Waterhouse,  which  was  two 
years  ago ,  and  for  one  year  Major  Lambert  continued  the  business 
as  general  agent,  but  it  was  discontinued  on  the  31st  of  last  De- 
cember, He  also  had  an  overriding  commission  to  the  best  of 
my  recollection,  the  same  as  with  C.  H.  Raymond  &  Company. 

Q.  That  was  down  to  what  date?  A.  The  close  of  1903.  It 
appeared  and  was  demonstrated  that  the  business  in  large  busi- 
ness centers  was  more  expensive  and  it  was  necessary  to  procure 
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the  required  amount  of  business  to  pay  an  overriding  commission 
in  these  very  large  cities. 

Q.  What  amount  was  made  by  the  Philadelphia  agency  in  the 
years  1902  and  1903?     A.  I  unable  am  to  state. 

Q.  Any  idea?  A.  No,  I  could  not  state  any  figure  that  would 
be  even  approximately  correct.  You  will  readily  understand 
that  the  sub-agents  contracts  in  the  commission  general  agency 
are  not  filed  with  my  department.  They  are  for  the  salaried 
managing  agencies,  and  that  we  can  control  readily. 

Q.  Do  you  know  what  the  gross  receipts  of  their  agency  was? 
A.  I  could  produce  that.     I  have  not  it  in  mind. 

Q.  Do  you  mean  to  say  from  your  acquaintance  with  the  busi- 
ness of  the  Company  it  was  necessary  that  C.  H.  Raymond  & 
Company  should  have  the  rate  of  commission  that  was  payable 
to  them  in  order  that  they  could  do  a  profitable  business  for  the 
Company?  A.  It  was  maintained  by  them  that  a  commission 
rate  was  necessary  to  secure  the  volume  of  business  that  the  Com- 
pany required  from  them. 

Q.  Was  it  necessary  to  give  them  a  rate  of  commission  out  of 
which  they  could  make  $200,000  net?     A.  Well,  it  was  done. 

Q.  It  was  done.  Now  I  want  to  know  whether  you  have 
from  your  experience  any  justification  for  it?     A.  I  should  say 


MR.  HUGHES:  That  is  all. 

THOMAS  C.  BELL,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  What  is  your  position?     A.  Well,  I  have  charge  of  the  de- 
tails of  the  management  of  the  metropolitan  agency. 
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Q.  Of  C.  H.  Raymond  &  Company?     A.  Yes. 

Q.  When  you  say  you  have  charge  of  the  details,  just  what 
do  you  mean?  A.  I  mean  looking  after  the  branch  offices  and 
the  agents  and  the  accounts. 

Q.  How  much  of  the  time  is  Mr.  Raymond  at  the  office? 
A.  Well,  it  depends  upon  his  health  largely.  I  cannot  say 
really  how  much. 

Q.  Well,  take  the  year  1904.  A.  1904  I  presume  he  was  in 
the  office  well  from  half  to  two-thirds  of  the  time.  There  were 
long  stretches  when  he  was  not  there  and  then  he  would  be 
there  regularly  at  stretches  again. 

Q.  That  is  half  to  two-thirds  of  the  year  you  mean?  A. 
Yes. 

Q.  How  long  did  he  remain  in  the  office  when  he  was  there? 
A.  Generally  from  about  a  q'iarter  of  ten  to  about  two  o'clock. 

Q.  How  much  of  the  time  was  Mr.  Thebaud  in  the  office 
during  1904?  A.  In  1904  he  was  there  all  the  while  with  the 
exception  of  a  week  or  so  in  the  early  spring  or  later  winter 
and  a  week  or  so  in  the  fall. 

Q.  There  through  the  summer?  A.  Yes,  through  the  whole 
summer. 

Q.  And  what  hours?  A.  From  about  half  past  nine  until 
four  o'clock. 

Q.  Are  commissions  allowed  by  C.  H.  Raymond  &  Company 
to  any  persons  who  are  not  regular  agents  employed  by  them 
under  contract?  A.  No  sir,  not  supposed  to  be.  I  do  not 
know  them  to  be. 

Q.  Well — you  would  not  know  as  to  that?     A.  No. 

Q.  Has  any  commission  ever  been  allowed  to  a  director  of 
the  Mutual  Life?     A.  No. 

Q.  By  C.  H.  Raymond  &  Company?  A.  No,  not  that  I 
know  of. 
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Q.  Or  to  any  agents  or  employees  of  the  Mutual  Life?  A.- 
Any  of  the  employees  of  the  Mutual  Life? 

Q.  Yes.     A.  Yes. 

Q.  What  is  the  practice  in  that  regard?  A.  The  practice 
is  this.  That  a  commission  is  paid  to  a  licensed  agent  only. 
Now  there  are  a  number  of  employees  of  the  company,  clerks 
in  the  different  departments  who  come  across  in  their  evenings 
and  spare  time  pei  pie  who  they  can  solicit  for  life  insurance, 
and  perhaps  in  the  course  of  a  year  they  will  write  all  the  way 
from  $3,000  to  say  $15,000,  perhaps  a  half  a  dozen  applica- 
tions, perhaps  less.  And  in  that  case  they  apply  to  be  recog- 
nized as  agents  and  a  license  is  procured  for  them  and  they 
are  paid  the  regular  commission  for  their  business. 

Q.  Did  you  ever  hear  of  a  case  where  a  commission,  hew- 
ever  it  was  deducted  or  allowed,  went  to  a  director  of  the  com- 
pany?    A.  No,  sir,  not  to  my  knowledge. 

Q.  Never  heard  anything  of  that  sort?     A.  No. 

Q.  What  do  you  do  about  advancing  money  to  your  sub- 
agents?  A.  Up  to  1904  we  virtually  advanced  no  money  to 
sub-agents,  only  in  very  exceptional  cases. 

Since  1904,  that  is  from  February,  1904,  to  the  present  time 
the  managers  of  the  different  branch  offices  in  employing  new 
men  whom  they  are  instructing  in  the  business  until  they  get 
on  their  feet  and  become  efficient  sometimes,  not  always,  de- 
pending upon  the  circumstances  and  depending  upon  the  men, 
advance  him  small  amounts,  sometimes  as  low  as  $15  a  week 
and  sometimes  as  high  as  $50  a  week  for  two  weeks,  three 
weeks,  four  weeks,  whatever  the  individual  circumstances  may 
seem  to  justify  and  he  receives — he  charges — he  does  not 
charge  either,  he  calls  for  or  requests  a  check  as  he  may  need 
it  for  his  advanced  account.  He  renders  a  statement  monthly 
of  that  advanced  account,  to  whom  he  has  made  advances, 
what  credits  are  against  it.     Understand  these  advances  are 
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against  any  co.mmissic  n  that  may  be  earned,  and  he  agrees  on 
a  receipt  to  return  them  in  commissions  or  otherwise.  They 
are  strictly  loans,  and  he  renders  a  statement  showing  hiw 
much  has  been  advanced  to  the  different  men  and  how  much 
they  have  been  credited  and  the  state  of  the  account.  The 
company,  whatever  the  advanced  account  may  be  that  we 
have  disbursed — we  receive  from  the  company  for  that  pur- 
pose.    In  other  words  we  are  advancing  that  for  the  company. 

Q.  Well,  do  I  understand  that  prior  to  1904  the  firm  of  C 
H.  Raymond  &  Company  never  made  any  advances  to  any 
of  the  agents  working  for  them?  A.  I  would  not  say  nevef. 
but  they  did  not  make  a  practice  of  it.  There  might  be  ex- 
ceptional cases  where  it  was  thought  advisable  to  do  it,  but  t^ 
a  limited  extent. 

Q.  What  would  you  say  was  a  limited  extent,  how  many 
thousand  dollars  did  you  have  out  say  in  1903?  A.  Some 
years  we  would  not  have  $3,000  out.  I  don't  believe  we  ever 
had  more  than  $5,000  at  one  time. 

Q.  Did  the  company  itself  make  any  advances  to  any  of  the 
agents  employed  by  C.  H.  Raymond  &  Company?     A.  No. 

Q.  So  that  the  matter  of  advances  to  agents  assumed  no 
proportions  at  all  before  1904?     A.  No,  sir,  none  whatever. 

Q.  How  did  it  happen  in  1904  that  it  became  necessary  tj 
change  the  policy  of  the  company?  A.  The  company  I  pre- 
sume it  was  the  superintendent  of  domestic  agencies,  I  don't 
know  positively  but  I  presume  it  was,  thought  that  we  ought 
to  establish  more  branch  offices  and  employ  men  in  smaller- 
numbers,  smaller  lots,  that  is  under  the  direction  of  a  mana- 
ger, that  is  not  to  have  one  manager  with  so  many  men  to 
look  after  so  his  attention  could  be  centralized  on  the  few  men 
and  that  the  proper  way,  which  C.  H.  Raymond  &  Company  had 
not  considered  advisable — that  the  proper  way  was  to  be  in- 
troducing new  blood  into  the  business  all  the  time  and  intro- 
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•ducing  new  men  under  competent  management  and  thereby 
increasing  the  agency  force  and  increasing  the  business.  So 
their  proposition  was  to  have  that  done  and  to  establish  these 
new  branch  offices — there  were  altogether  some  fourteen — ■ 
there  were  some  nine  or  ten  new  branch  offices  established. 

Q.  Did  you  ever  hear  of  any  rebate  being  given?  A.  I  hear 
lots  of  talk  about  rebates  being  given,  but  have  never  been  able 
to  nail  a  case  with  all  my  trying.     I  have  tried  lots  of  times. 

Q.  Have  you  any  rules  and  regulations  in  your  office  in 
regard  to  rebating?  A.  Our  contracts  forbid  any  agent  to 
rebate. 

Q.  What  do  you  do  to  find  out  whether  they  are  lived  up  to  ? 
A.  I  have  tried  every  way. 

Q.  What  are  some  of  the  ways?  A.  Some  of  the  ways  are 
to  get  a  man  to  say  he  has  received 

Q.  To  come  and  tell  you?  A.  Precisely,  to  get  the  agents, 
but  when  a  man  gives  an  agent  a  check  for  the  full  premium 
and  the  agent  receives  his  commission  and  hands  so  much  back 
in  cash  the  man  is  not  going  to  tell  and  the  general 

Q.  You  have  been  in  C.  H.  Raymond  &  Company's  employ 
for  a  number  of  years  and  in  direct  touch  with  all  their  busi- 
ness?    A.  Yes. 

Q.  Just  tell  me  if  you  ever  heard  of  a  case  of  rebating?  A. 
.Yes,  lots  of  times,  but  I  have  not  been  able  to  prove  it. 

Q.  When  you  heard  of  a  case  did  you  investigate  it?  A. 
Yes,  lots  of  times,  but  Mr.  Hughes,  I  have  given  them  up  some- 
time ago  as  a  bad  job. 

Q.  How  long  ago?     A.  Well,  several  years  ago. 

Q.  Then  practically  is  anything  done  to  prevent  rebating? 
-A.  No.     Things  have  been  done. 

Q.  That  is  within  the  past  few  years?  A.  Endeavors  and 
•earnest  endeavors  have  been  made  without  effect. 

Q.  What  are  the  earnest  endeavors?     A.  Just  as  I  have  told 
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you  one  time,  for  a  long  time  we  required  an  affidavit  from 
every  man  that  paid  a  premium  or  a  statement  from  every 
man  that  paid  a  premium  to  the  effect  that  there  had  been 
no  rebate  directly  or  indirectly. 

Q.  When  was  that  given  up?  A.  That  was  done  for  some 
two  or  three  years  along,  I  cannot  give  you  the  exact  year 
but  along  about  1897,  1898  or  1899,  along  there,  and  we  found 
that  a  dishonest  man  would  sign  the  statement  without  a  quib- 
ble and  then  the  honest  man  would  call  us  to  account  for  put- 
ting him  at  a  disadvantage,  for  making  him  perjure  himself  or 
lose  the  business. 

Q.  So  you  gave  that  up?     A.  So  we  gave  that  up. 

Q.  You  would  not  have  a  man  lose  the  business?  A.  We 
do  not  want  a  man  to  lose  the  business,  certainly  not.  The 
man  himself  does  not  want  to  lose  the  business. 

Q.  Are  these  clerks  and  employees  that  get  commissions  in 
the  manner  you  have  stated  licensed?     A.  Yes,  sir. 

MR.  HUGHES:  You  may  step  aside. 

GEORGE  T.  DEXTER,  recalled,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  This  general  question  of  advances  to  agents  has  been 
brought  up  by  your  testimony,  Mr.  Dexter?     A.  Yes,  sir. 

Q.  What  is  the  practice  of  the  Mutual  Life  in  that  regard? 
A.  It  prevails  to  some  extent. 

Q.  How  do  you  treat  in  your  accounts  the  advances  to 
agents?     A.  All  carried  until  repaid  as  agents'  balances. 

Q.  They  do  not  appear  in  your  statement  do  they  ?  A.  Yes, 
sir,  they  do. 

Q.  Or  they  are  deducted.     A.  They  appear  there. 
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Q.  They  are  deducted,  are  they  not?     A.  Yes,  sir. 

Q.  That  is  they  are  not  allowed?  A.  Not  allowed  as  an 
admitted  asset. 

Q.  The  agents'  balances  for  the  year  1904  appear  to  be 
1836,202.69?  A.  That  perhaps  needs  some  explanation.  We 
have  about  one  hundred  collecting  agencies  in  the  United 
States  and  Canada  and  the  premiums  are  paid  by  checks  from- 
the  country,  the  surrounding  territory.  They  are  deposited  in 
the  bank  of  deposits  at  the  headquarters  of  the  agencies- 
Now,  if  New  York  exchange  was  immediately  asked  in  ex- 
change for  the  deposits  the  bank  would  be  paying  out  its  own 
money  before  it  was  able  to  collect  the  country  checks.  Con- 
sequently they  require  a  considerable  balance  in  the  bank  at 
all  times.  This,  as  I  have  stated,  are  the  policyholders  checks 
that  have  been  deposited  and  have  to  be  collected  on  the  coun- 
try bank  upon  which  they  are  drawn  by  the  bank  of  deposit. 
Now,  there  is  an  average  of  $4,000,  which  is  in  those  banks  in 
that  way.  It  is  uncollected  premiums  practically,  and  there 
is  no  place  to  put  it  when  the  report  is  made  as  it  is  a  balance 
in  the  hands  of  managing  agencies,  but  to  so  classify  it  the 
agents'  balances  in  domestic  agencies  are  a  little  less  than  four 
thousand  dollars.  The  difference  between  the  two  being  the 
balance  which  is  practically  an  agents'  balance,  a  managers' 
balance  in  their  hands,  but  moneys  in  deposits  for  collections. 

Q.  Not  in  moneys.  Have  agents  received  advances  from 
any  of  the  companies  in  which  the  Mutual  Life  is  affiliated,  as 
far  as  you  know?     A.   I  don't  quite  grasp  the  question. 

Q.  Do  the  agents  get  any  advances  from  any  of  the  com- 
panies with  which  the  Mutual  Life  is  connected,  or  in  which  it 
has  an  interest — trust  companies?     A.  Oh,  absolutely  no. 

Q.  Have  you  ever  made  over,  that  is,  the  Mutual  Life,  haS 
it  ever  made  over  to  any  of  the  companies  in  which  it  is  inter- 
ested any  amount  of  agents'  balances?     A.  Absolutely  no. 
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Q.  Nothing  of  that  sort?  A.  Every  dollar  of  the  agents'  bal- 
ances appears  in  that  account,  and  every  agent's  balance  that  is 
not  deemed  good  by  myself  and  the  supervisor  in  conference 
together  with  the  manager,  is  charged  ofif  to  the  cost  of  new  busi- 
ness, and  those  charg'es  are  made  in  June  and  December. 

O.  Now,  a  little  while  ago  in  your  testimony  you  referred  to 
some  loans  that  Mr.  Gillette  had  ?     A.  Yes,  sir. 

Q.  With  the  United  States  Mortgage  &  Trust  Company? 
A.  Yes,  sir. 

Q.  Please  explain  that  a  little  more  in  detail?  A.  Very 
good.  The  United  States  Mortgage  &  Trust  Company  mide 
a  loan  to  Chamberlain  &  Gillette  upon  the  assignmc.it  of  their 
renewals  to  that  trust  company.  The  loan-  continued  there 
until  perhaps  four  years  ago,  when  the  trust  company  didn't 
care  for  it,  and  I  loaned  the  money  direct  through  the  com- 
pany's accounts  to  Chamberlain  &  Gillette,  taking  therefor  a 
full  assignment  of  their  renewals,  which  were  roughly  valued 
at  $80,000. 

Q.  What  was  the  amount  of  the  loan?  A.  The  loan  orig- 
inally stood  at  about  v$2,ooo,  but  it  operates  in  this  way: 
Texas  is  a  field  where  the  note  business  prevails.  The  gen- 
eral agent  must  take  notes  coming  due  when  the  crop  ma- 
tures, it  being  a  farming  community.  Now,  they  must  pay 
their  agents  something  for  living  expenses  and  must  deduct 
something  from  the  amount.  The  bank  charges  them  down 
there  perhaps  ten  per  cent,  for  money.  They  must  have 
money.  I  have  loaned  them  every  year  for  the  past  five 
years  about  twenty  thousand  dollars,  they  agreeing  to  pay 
in  the  closing  month  of  the  year  enough  to  pay  that  loan  ofif. 
That  we  will  call  a  second  loan.  The  original  loan,  I  think, 
still  stands.  I  will  have  to  consult  the  record  to  know  where 
that  stands.  Every  year  of  the  five  they  have  promptly  paid 
the  loans  as  they  have  matured,  and  we  will  have  a  full  assign- 
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ment  of  their  renewals  to  cover  that  money.  We  are  merely 
lending  the  money  and  we  charge  them  five  per  cent,  in- 
terest. 

Q.  Are  there  other  cases  that  you  know  of  where  they  or 
other  agents  have  borrowed  money  from  the  United  States 
Mortgage  &  Trust  Company?  A.  I  think  that  Fleming 
Bros.,  of  Dubuque,  Iowa,  borrowed  five  thousand  dollars  at 
one  time  when  they  needed  money  in  the  purchase  of  some 
property  or  something  or  other  and  made  an  assignment  of  a 
portion  of  their  renewals  to  the  United  States  Mortgage  & 
Trust  Company,  but  everyone  of  those  loans  were  cleaned 
up  some  four  or  five  years  ago.     I  looked  to  that. 

Q.  Would  that  be  true  also  of  any  other  companies,  that 
is  to  say,  the  Guarantee  Trust  Company  and  other  trust  com- 
panies? A.  Never.  It  was  a  little  arrangement  with  a  man 
who  was  connected  with  the  United  States  Mortgage  & 
Trust  Company  to  furnish  these  men  money  to  transact  busi- 
ness. In  the  way  I  have  stated  the  United  States  Mortgage 
&  Trust  Company  did  not  like  the  business,  and  asked  me  to 
take  it  out  of  their  place  some  four  or  five  years  ago,  and  it 
was  done.  There  now  stands  loaned  to  four  of  our  agencies 
a  total  amount  not  to  exceed  $50,000,  upon  which  we  got  five 
per  cent,  interest  and  the  assignment  of  the  renewals  in  each; 
and  every  case. 

Q.  Do  you  know  anything  about  the  practice  of  the  Mutual 
Life  in  loaning  upon  policies?  A.  Well,  simply  the  general 
rules. 

Q.  What  are  they?  A.  That  a  loan  will  be  made  upon  ap- 
plication on  a  policy  that  has  a  loan  value.  That  is,  if  more 
than  three  years  old  at  a  rate  of  five  per  cent,  to  a  certain 
amount  of  the  reserve. 

Q.  What  is  the  policy  of  the  Mutual  Life  with  regard  to 
the  limit  upon  risks  which  it  will  take  upon  any  one  life?    A. 
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$250,000  is  the  limit.  A  most  careful  medical  examination  is 
made.  If  the  application  is  for  more  that  is  all  reinsured  in 
other  companies. 

Q.  That  is  the  only  amount?     A.  That  is  the  limit. 

Q.  Which  you  keep  upon  any  one  life?     A.  Yes,  sir. 

MR.  HUGHES  :  That  is  all  for  the  present.  Mr.  McCurdy, 
will  you  resume  the  stand. 

ROBERT  H.  McCURDY,  recalled,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  McCurdy,  just  a  question  or  two  before  the  adjourn- 
ment. I  understand  that  you  were  a  director  of  the  Morris- 
town  Trust  Company?     A.  No,  sir. 

Q.  Do  you  know  what  rate  of  interest  the  Mutual  Life  gets 
upon  its  deposit  there  ?     A.  I  do  not,  sir. 

Q.  Who  is  in  charge  of  matters  of  deposit  in  these  com- 
panies and  the  regulation  of  them  ?     A.  The  treasurer. 

Q.  Do  you  know  what  the  Morristown  Trust  Company 
pays  to  other  depositors?  A.  I  think  it  is  two  per  cent., 
though  I  am  not  sure. 

Q.  You  doil't  know  what  the  payment  is  to  the  Mutual 
Life?     A.  No,  sir. 

O.  My  attention  has  been  called  to  a  movement  a  couple 
of  years  ago  in  which  a  former  agent  of  your  company,  by  the 
name  of  Bolles,  was  interested.  Where  is  Mr.  Bolles,  do  you 
know?     A.  I  don't  know  where  he  is. 

Q.  What  were  the  circumstances  under  which  he  dropped 
that  movement,  do  you  know?  A.  I  don't  recollect  the  par- 
ticulars of  it.  I  was  not  an  officer  of  the  company  at  the  time. 
My  knowledge  was  only 
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Q.  1902  or  1903?  A.  1902,  I  think.  I  was  not  an  officer 
of  the  company  at  the  time.     As  far  as  I  recollect 

Q.  Do  you  recall  anything  of  the  movement  itself?  A.  Oh, 
yes. 

Q.  Who  conducted  the  negotiations  which  led  to  its  aban- 
donment?    A.  Mr.  Short. 

THE  CHAIRMAN :  When  you  reach  a  convenient  place 
we  will  adjourn. 

MR.  HUGHES:     Very  good;  in  just  a  moment. 

Q.  Mr.  Edward  Lyman  Short?  A.  Mr.  Edward  Lyman 
Short. 

Q.  Is  he  the  only  one?  A.  He  and — I  was  present,  I  re- 
collect now ;  Edward  Lyman  Short  and  Bolles'  counsel  from 
Milwaukee.  The  counsel  came  on  from  Milwaukee  and  they 
had — he  and  Short  had  a  conference  at  which  I  was  present. 
I  must  have  been  an  officer  at  the  time,  and  my  recollection 
of  the  settlement  was  that  he  was  paid — his  renewal  interests 
were  computed  at  their  regular  value  as  valued  by  the  ac- 
tuary. 

Q.  How  much  was  that?  A.  I  haven't — I  can't  tell  you 
oiihand. 

MR.  BECK :  Mr.  Dexter  says  the  renewals  were  not  pur- 
chased. 

MR.  HUGHES:     Do  you  know  about  it,  Mr.  Dexter? 

MR.  DEXTER:     I  am  more  or  less  famihar  with  it. 

MR.  HUGHES:  Do  you  know  the  terms  of  the  settle- 
ment? 
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MR.  DEXTER:  It  was  an  adjustment  of  his  outstandings 
agents'  balances — yes,  I  can  explain  it. 

MR.  HUGHES:     If  you  will  step  aside,  Mr.  McCurdy. 

GEORGE  T.  DEXTER,  recalled,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Dexter,  just  tell  us  what  came  of  this  movement 
by  Mr.  Bowles  against  the  management  of  the  company  and 
what  he  was  paid  ?  A.  I  must  begin  to  tell  of  his  discontinu- 
ance and  tell  the  whole  story. 

Q.  Yes,  tell  the  whole  story.  A.  It  was  thought  best  on 
a  certain  5th  day  of  December  that  Mr.  Bowles  be  removed 
as  general  agent  of  the  company.  The  instructions  were 
given  to  that  effect.  I  carried  out  the  instructions  and  took 
possession  of  Mr.  Bowles'  offices  in  Milwaukee. 

Q.  That  was  the  end  of  1902,  wasn't  it?  A.  I  think  so, 
either  1902  or  1903.  1902,  yes,  sir.  At  that  time  he  had  many 
agents  under  guarantee  in  advance.  He  had  much  business 
under  way.  He  claimed  from  the  start  of  the  movement  and 
of  the  controversy,  that  by  some  error  of  taking  possession 
of  his  office  at  that  time  it  was  a  great  financial  injury  to  him 
and  that  had  he  remained  to  the  end  of  the  year,  his  agents 
having  the  best  part  of  the  year,  would  have  produced  profits, 
which,  credited  to  their  accounts,  would  have  made  him 
whole.  After  he  carried  on  the  movement  for  some  time  with 
not  indifferent  success,  his  attorney,  Mr.  George  Miller,  of 
Milwaukee,  appeared  and  suggested  that  the  quarrel  be  settled. 
The  company  indicated  their  willingness  to  settle  the  quarrel 
as  may  be  supposed.  Then  the  question  of  terms  arose  and 
was  referred  to  Mr.  Short  and  Mr.  Miller  for  discussion.     Mr. 
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Bowles  required  a  certain  sum  of  money,  which  to  the  best 
of  my  recollection,  was  $35,000,  to  settle  the  indebtedness  for 
his  claim  as  first  stated.  The  question  of  his  renewals,  which 
had  not  been  paid  during  the  month  or  months  of  this  con- 
troversy, was  taken  up  for  dis'cussion,  and  the  renewals  were 
held  up  and  not  paid  monthly,  as  they  were  supposed  to  be, 
and  the  agreement  as  to  the  cost  of  collection  of  those  renewals 
was  not  paid.  There  was  also  a  complication,  as  he  had  pre- 
viously been  a  partner  in  the  New  Orleans  agency  and  had 
some  interest  there,  and  made  the  same  claim.  Inasmuch  as 
the  connection  with  the  company  ended  his  note  interests 
and  his  agency  balances  suffered  in  New  Orleans.  A  settle- 
ment was  made  with  Mr.  Short  and  by  Mr.  Miller.  His  re- 
newals were  purchased  after  considerable  negotiation.  The 
company  is  now  collecting  his  renewals  of  his  Milwaukee 
establishment  and  sending  him  checks,  I  presume,  monthly, 
or  at  stated  intervals,  less  the  cost  of  collection.  It  was  a 
general  impression  that  the  renewals  were  purchased  at  an 
enormous  price.  No  sum  of  money  was  paid.  As  I  said,  I 
only  know  part;  I  only  know  indirectly.  My  understanding 
is  that  $35,000  was  paid  to  him  to  settle  these  various  claims, 
and  that  was  all. 

Q.  You  will  recognize  this  probably  as  a  collection  of 
letters  from  prominent  policyholders  complaining  of  the 
management  of  the  Mutual  Life  which  was  prepared  at  the 
instance  of  Mr.  Bowles?    A.  I  remember  it. 

Q.  Mr.  Usher  was  secretary  of  the  policyholders'  move- 
ment?   A.  He  was;  yes,  sir. 

Q.  And  the  country  was  to  some  extent  circularized  ?  A.  It 
was. 

Q.  And  some  people  of  importance  became  interested  in  the 
movement?    A.  Yes,  sir. 
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Q.  As,  for  example,  indicated  by  that  (showing  letter  to 
witness)  ?     A.  Yes,  sir. 

Q.  And  then  this  interview  took  place  between  Mr.  Short 
and  Mr.  Miller  and  the  settlement  that  you  have  referred  to. 
And  what  became  of  the  movement  at  that  time?  A.  It 
ended.  Mr.  Bowles  and  Mr.  Usher  turned  over  the  office  they 
had  estabHshed  in  the  National  Bank  of  Commerce  across  in 
Nassau  Street  to  us,  together  with  all  correspondence  and 
matters  pertaining  thereto.  One  of  our  men  went  with  Mr. 
Usher  to  answer  any  inquiries  that  might  be  made  and  to 
gradually  close  it  up,  and  in  perhaps  thirty  days'  time  it  dis- 
appeared. 

Q.  These  claims  that  Mr.  Bowles  advanced,  did  he  bring 
them  up  when  he  was  removed  from  his  office?  A.  He  made 
a  protest  at  once — by  removing  him  before  the  time  of  his 
contract,  as  he  claimed,  expired,  he  was  financially  injured. 

Q.  Did  the  company  at  once  recognize  the  justice  of  his 
claims?  A.  I  think  it  was  generally  recognized  that  he  was 
financially  damaged  to  some  extent  by  that  action,  but  no 
steps  for  a  settlement  or  adjustment  until  he  came  forward 
and  indicated  his  willingness  to  settle. 

Q.  When  he  first  made  his  claims  did  the  company  acknowl- 
edge them  to  be  just  claims,  or  did  it  repudiate  them?  A. 
They  were  never  acknowledged,  until  we  had  a  final  discus- 
sion of  the  matter.  Mr.  Short  came  to  me  to  know  if  there 
was  justice  in  these  claims,  and  it  merely  hinged  on  the  point 
whether  Mr.  Bowles  forfeited  his  unfinished  business,  being 
removed  for  cause. 

Q.  Was  he  removed  for  cause?     A.  So  alleged. 

Q.  That  was  the  position  of  the  company?  A.  It  was, 
sir. 

Q.  And  when  he  objected  to  his  removal  and  claimed  that 
he  had   been   damaged  by  it,  and  that  he  ought  to  be  paid 
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damages  by  the  Mutual  Life  Insurance  Company,  that  com- 
pany stated  that  it  was  not  Uable?     A.  Yes,  sir. 

Q.  He  had  been  removed  for  cause?     A.  Yes,  sir. 

Q.  Then  Mr.  Bowles  started  to  get  up  a  policyholders' 
movement?     A.  He  did,  sir. 

Q.  Circularized  the  country?     A.  He  did. 

Q.  Got  up  a  good  deal  of  interest?     A.  Yes,  sir. 

Q.  You  were  bombarded  with  letters?     A.  That  is  true. 

O.  Then  there  were  negotiations  for  a  settlement?  A.  Yes, 
sir. 

MR.  HUGHES :     That  is  all. 

THE  CHAIRMAN :  The  Committee  will  hold  its  session 
next  week  on  Tuesday,  Wednesday  and  Thursday  instead  of 
Wednesday,  Thursday  and  Friday.  All  witnesses  under 
subpoena  are  requested  to  be  here  at  10.30  o'clock  on  next 
Tuesday  morning.  The  session  will  probably  be  held  in  the 
Council  Chamber  on  Tuesday,  as  the  Board  of  Aldermen 
meets  in  this  room,  or  will  probably  meet. 

The  Committee  will  now  adjourn  until  10.30  sharp,  Tuesday 
morning. 

The  members  of  the  Committee  are  requested  to  meet  in 
the  adjoining  room  immediately. 

(Adjourned  to  Tuesday,  October  10,  1905,  at  10.30  o'clock.) 
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COUNCIL      CHAMBER, 
City  Hall,  New  York  City. 

October  lo,  1905. 

The  Committee  met  pursuant  to  adjournment. 

Senator  Armstrong  in  the  Chair. 

ROBERT  OLYPHANT,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Olyphant,  where  do  you  reside  ?  A.  New  York  City, 
16  East  52d  Street. 

Q.  How  long  have  you  been  connected  with  the  Mutual  Life 
Insurance  Company?    A.  Since,  I  think,  1878,  as  a  trustee. 

Q.  In  what  capacity  were  you  first  employed  by  the  Mutual 
Life  Insurance  Company?  A.  I  have  never  been  employed. 
I  am  a  trustee. 

Q.  And  you  have  been  a  trustee  then  since  1878?  A.  Yes, 
sir. 

Q.  How  long  have  you  served  upon  any  committee  of  the 
Board  of  Trustees  ?  A.  Well,  I  think  very  early  in  my  term 
of  service  I  was  appointed  on  the  Insurance  Committee,  but 
I  have  not  the  dates. 

Q.  Do  you  mean  a  committee  having  to  deal  with  technical 
insurance  matters?    A.  Yes. 
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Q.  Have  you  served  on  any  other  committees?  A.  Yes, 
sir.  On  the  mortuary  committee  and  the  committee  on  ex- 
penditures. 

Q.  What  is  the  function  of  the  committee  on  expenditures? 
A.  It  is  practically  to  review  the  bills  as  they  come  up  after 
having  been  approved  by  the  executives  and  order  them  paid 
or  approve  those  that  have  been  paid. 

Q.  In  large  transactions  does  the  committee  on  expenditures 
generally  act  in  advance  of  payment?     A.  Yes. 

Q.  Have  you  any  rule  as  to  the  amount  which  can  be  paid 
out  by  your  company  without  the  authorization  of  that  com- 
mittee?    A.  Not  to  my  knowledge. 

Q.  Is  there  any  practice  with  regard  to  that?  A.  Not  that 
I  know  of. 

Q.  Do  you  draw  money  from  the  Mutual  Life  Insurance 
Company  upon  your  voucher  as  chairman  of  that  committee? 
A.  I  have ;  yes,  sir. 

Q.  Under  what   circumstances?     A.  For   legal   expenses. 

Q.  Do  you  draw  all  the  money  that  is  drawn  from  the 
Mutual  Life  Insurance  Company  for  legal  expenses  upon 
your  voucher?     A.  No,  sir. 

Q.  In  what  cases  is  the  money  taken  by  you  upon  your 
voucher?  A.  Well,  Mr.  Hughes,  as  I  understand  the  situa- 
tion, large  corporations  have  to  maintain  what  you  might 
call  a  confidential  legal  fund  for  the  payment  of  services  in 
legal  matters. 

Q.  Has  the  Mutual  Life  Insurance  Company  maintained 
such  a  fund?  A.  That  money  that  I  suppose  you  refer  to 
went  to  that  fund. 

Q.  How  long  has  such  a  fund  been  maintained?  A.  I  could 
not  tell  you. 

Q.  Well,  how  long  have  you  known  of  its  maintenance?     A. 
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Since  I  have  been  chairman  of  the  committee  and  before, 
but  how  long  I  could  not  remember. 

Q.  Were  you  on  the  committee  on  expenditures  before  you 
became  chairman?     A.  Yes. 

Q.  And  while  you  were  a  member  of  the  committee  you 
were  also  aware  of  the  fund?     A.  Yes. 

Q.  Is  the  maintenance  of  this  fund  known  to  the  trustees 
who  are  not  members  of  the  committee  on  expenditures?  A.  I 
could  not  tell  you.     The  auditing  committee  must  know  it. 

Q.  Is  the  matter  ever  brought  before  the  Board?  A.  The 
transcripts  of  expenditures  are  read  to  the  Board. 

Q.  Those  transcripts  merely  show  the  total  amount  paid 
for  legal  expenses?     A.  Yes,  sir. 

Q.  Embracing  all  the  legal  expenses  of  the  company?  A. 
Yes. 

Q.  Are  the  details  of  those  expenses  explained  to  the  Board? 
A.  Not  to  my  knowledge. 

Q.  These  are  matters  of  executive  management,  are  they 
not?     A.  Yes. 

Q.  And  when  you  said  there  was  a  fund  maintained  con- 
fidentially what  did  you  mean  by  confidentially?  A.  Well,  I 
am  not  a  lawyer,  ilr.  Hughes,  but  I  understand  that  through- 
out this  great  country  there  are  many  cases  where  counsel 
are  employed  that  do  not  appear,  and  money  is  used  to  pay 
them,  and  they  prefer  not  to  give  receipts  for  it. 

Q.  Counsel  are  employed  who  do  not  appear  where?  A.  In 
the  cases. 

Q.  Have  you  employed  such  counsel?     A.  Never. 

Q.  Have  you  paid  money  over  for  their  retainer?  A.  No, 
sir. 

Q.  Well,  what  knowledge  have  you  that  any  of  the  money 
to  which  you  refer  was  used  for  such  purposes?  A.  I  have 
simply  heard  so,   I  have  been  so  informed. 
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Q.  In  what  way  were  the  moneys  used  for  ordinary  legal 
expenses  aside  from  these  confidential  matters  drawn,  upon 
whose  warrant  or  voucher?  A.  Well,  the  bills  come  to  us 
duly  approved  by  the  law  department  and  by  one  of  the 
executive  officers.  Since  I  have  been  chairman  all  bills  have 
been  approved  by  the  executive  officers  before  we  act  upon 
them. 

Q.  In  other  words,  there  would  be  an  expense  incurred  and 
a  proper  voucher  for  the  expense  O.K.'d  by  the  general  solic- 
itor of  the  company  or  his  representative,  and  the  matter 
would  be  passed  by  your  cominittee?     A.  Yes. 

Q.  Now,  in  these  cases  that  you  have  just  spoken  of,  why 
was  the  money  not  paid  to  the  general  solicitor  or  upon  his 
warrant  or  order?     A.  I  could  not  tell  you. 

Q.  Did  you  get  the  money  in  cash?  A.  It  was  drawn  in 
cash,  I  believe. 

Q.  The  first  payment  to  which  I  desire  to  call  your  atten- 
tion appears  in  the  blotter  under  date  of  January  30,  1904, 
of  Robert  Olyphant,  chairman,  $25,000,  under  the  heading  of 
law.  Did  you  receive  that  money  in  cash?  A.  That  money 
was  paid  to  me  and  turned  over  in  cash  through  the  execu- 
tive, I  imagine. 

Q.  To  whom  was  it  turned  over?  A.  I  don't  know  posi- 
tively, I  could  not  remember.  But  either  to  one  of  the  vice- 
presidents  or  to  the  general  solicitor. 

Q.  Did  you  take  any  receipt  or  voucher?    A.  No,  sir. 

Q.  Did  you  know  what  the  money  was  paid  for?  A.  I  have 
told  you  what  I  was  informed. 

Q.  I  mean  more  definitely  than  that?  A.  I  was  told  that 
it  was  necessary  for  these  legal  expenses,  properly,  in  the 
protection  of  the  policyholders'  interests  and  I  was  assured 
that  it  was  all  regular. 
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Q.  Did  you  know  where  the  money  was  to  be  expended? 
A.  No,  sir. 

Q.  In  what  part  of  the  United  States?     A.  No. 

Q.  Or  the  name  of  any  person  to  whom  it  was  to  be  given? 
A.  No,  sir. 

Q.  Or  the  character  of  the  service  for  which  it  was  to  be 
given?     A.  Only  legal. 

Q.  Did  you  know  that  it  was  to  be  a  legal  service?  A.  I 
so  understood  it. 

Q.  Who  told  you  so?     A.  One  of  the  vice-presidents. 

Q.  Which  one?     A.  Well,  probably  Dr.   Gillette. 

Q.  Why  do  you  say  probably?  A.  Because  sometimes  I 
conferred  with  Mr.  Granniss. 

Q.  But  generally  with  Dr.  Gillette?  A.  Yes,  sir,  he  is  in 
charge  of  the  approval  of  the  vouchers  that  come  before  the 
expenditure  committee. 

Q.  I  do  not  understand  why  this  should  not  have  been 
drawn  direct  from  the  cashier  by  the  general  solicitor  of  the 
company  upon  his  word,  and  why  it  should  have  been  paid 
to  you  in  cash  and  turned  over  by  you  to  one  of  the  executives 
and  finally  reach  the  destination  that  you  have  stated.  A. 
Well,  Mr.  Hughes,  I  could  not  tell  you.  That  was  the  mode 
of  doing  it  and  I  followed  the  rule. 

Q.  You  understood  that  so  far  as  the  auditing  of  the  books 
of  the  company  was  concerned  that  you  were  responsible  to 
the  Board  of  Directors  and  to  the  policyholders  for  the  proper 
disbursement  of  the  money  drawn  upon  your  order?  A.  Well, 
I  don't  know  as  I  have  gone  into  that  very  deeply  in  my 

Q.  Don't  you  understand  that  when  you  sign  a  voucher 
and  give  it  to  the  cashier  upon  which  he  pays  you  $25,000 
that  you  are  accountable  to  the  Mutual  Life  Insurance  Com- 
pany for  the  proper  expenditure  of  that  money?  A.  Not — I 
don't  think  when  I  have  had  the  executive  tell  me  that  it  was 
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properly  expended,  and  I  took  their  word  for  it.  I  have  every 
confidence  in  the  executive. 

Q.  You  would  account  when  you  showed  what  you  had  done 
with  the  money  and  that  you  had  dealt  with  it  under  circum- 
stances justifying  a  belief  that  it  was  properly  disbursed. 
Now,  you  have  not  yet  stated  what  you  did  with  the  money 
in  a  definite  or  particular  way  or  what  vouchers  you  took  for 
it,  if  any?     A.  I  did  not  take  any  voucher  for  it. 

Q.  And  you  have  made  as  full  a  statement  as  you  can  of  the 
disposition  of  it?     A.  Yes. 

Q.  Is  that  true  of  the  subsequent  payments  of  $25,000  in 
August  and  December,  1904,  which  you  received  in  like  man- 
ner?    A.  They  were  all  alike  as  far  as  I  know. 

Q.  Take  the  payment  of  August,  1904.  Do  you  know  to 
what  executive  you  turned  over  the  money?     A.  No,  sir. 

Q.  A^'ould  you  say  that  it  was  probably  Dr.  Gillette?  A. 
Well,  I  could  not  swear  to  it. 

Q.  How  frequently  do  these  transactions  occur  in  whicn 
sums  amounting  to  $25,000  in  cash  are  taken  by  you  and  paid 
over  to  some  executive  of  the  company?  A.  I  would  have 
to  refer  you  to  the  auditor  to  get  the  dates.  They  are  all  in 
the  books. 

Q.  My  idea  was  that  perhaps  transactions  of  such  mag- 
nitude would  make  some  impression  upon  your  mind  and  you 
would  be  able  to  state  whether  there  were  more  than  the 
three  that  I  found  the  other  day?  A.  There  are  more  than 
three,  sir. 

Q.  And  were  there  more  than  three  last  year?  A.  I  could 
not  tell  you.     They  are  all  in  that  book. 

Q.  Were  there  similar  transactions  in  1903?     A.  Yes,  sir. 

Q.  And  in  1902?     A.  I  wasn't  Chairman  then. 

Q.  Do  you   know  what  the  Chairman  of  the   Expenditure 
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Committee  did  in  the  same  way  prior  to  the  time  when  you 
became  Chairman?     A.  No,  sir. 

Q.  Do  the  other  members  of  the  Executive  Committee 
know  that  you  received  this  money  in  this  way?  A.  Yes,  sir; 
their  names  are  on  the  voucher. 

Q.  \\^ell,  any  particular  number  of  names  or  the  names 
of  all  the  Committee?     A.  The  three  on  the  Committee. 

Q.  And  who  are  the  other  two?  A.  Mr.  Holden  and  Mr. 
Miller. 

Q.  What  Mr.  Holden?     A.  Mr.  James  C.  Holden. 

Q.  And    Mr. .     A.  Mr.   Charles   E.    Miller. 

Q.  Who  was  the  Chairman  before  you  became  Chairman? 
A.  J.  Hooper  Terrick. 

Q.  Can  you  tell  me  approximately  the  amount  that  was 
received  by  you  upon  your  voucher  in  cash  and  used  in  the 
manner  you  have  stated,  during  the  year  1903?  A.  Well,  I 
should,  at  a  venture,  say  there  were  four  vouchers  in  each 
year. 

Q.  And  each  voucher  $25,000?  A.  I  think  they  were.  I 
won't  be  sure. 

Q.  And  all  charged  to  legal  expenses?  A.  Yes,  sir;  as  far 
as  I  know. 

Q.  And  paid  once  a  quarter?  A.  No;  different  times,  dif- 
ferent dates. 

Q.  Didn't  it  ever  occur  to  you,  Mr.  Olyphant,  that  it  was 
your  duty  as  the  Chairman  of.  the  Executive  Committee  to 
ascertain  to  whom  this  money  went  beyond  the  mere  state- 
ment of  an  officer  of  the  company  that  it  was  being  disbursed 
properly?     A.  No,  sir. 

Q.  I  want  to  read  to  you  this  Article  44  of  the  By-Laws  of 
your  company: 

"The    Committee    on    Expenditures    shall    consist   of    three 
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members  who  shall  meet  weekly.  All  accounts  against  the 
company,  except  those  duly  authorized  by  the  appropriate 
committee,  must  be  passed  upon  by  this  committee,  and  all 
payments  only  may  be  made  on  authority  of  any  of  the  execu- 
tive ofificers  in  the  intervals  between  the  meetings  of  this 
committee  shall  be  reported  to  the  committee  at  its  next 
meeting." 

The  intent  of  that  would  seem  to  be  plain.  Was  there  any 
report  ever  made,  either  to  you  or  to  the  Committee  on  Ex- 
penditures, as  to  the  way  in  which  these  amounts  of  $25,000 
had  been   disbursed? 

MR.  BECK:  Mr.  Hughes,  will  you  allow  me  to  see  that 
By-Law? 

MR.  HUGHES :     44  is  the  one  that  I  read. 

MR.  BECK:     I  just  want  to  see  the  date. 

MR.  HUGHES :  If  there  is  any  different  By-Law  in  force, 
or  it  has  been  changed  at  any  time,  or  my  suggestion  is  not 
in  every  way  accurate,  I  should  be  glad  to  have  it  corrected. 
May  we  assume  that  to  be  correct? 

MR.  BECK:     I  think  so;  subject  to  verification. 

MR.  HUGHES:  Now,  will  you  please  read  what  I  started 
to  say. 

The  stenographer  then  read:  The  intent  of  that  would 
seem  to  be  plain.  Was  there  any  report  ever  made,  either  to 
you  or  to  the  Committee  on  Expenditures,  as  to  the  way  in 
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which  these  amounts  of  $25,000  had  been  disbursed?     A.  No; 
except  as  I  have -stated. 

O.  Now,  I  will  be  glad,  Mr.  Olyphant,  not  only  because 
it  is  proper  that  you  should  have  the  opportunity,  but  in  order 
that  we  may  be  enlightened  as  far  as  possible,  if  you  would 
state  as  precisely  as  you  can  recall  what,  at  any  time,  has 
been  said  to  you  by  any  officer  of  the  company  as  to  the 
purpose  for  which  these  moneys  were  used  ?  A.  I  understood 
that  these  moneys  went  through  the  Legal  Department  for 
purposes — for  the  purposes  as  I  have  stated 

O.  I  would  like  to  have  you  state  those  again  and  as  defi- 
nitely as  you  can,  and  as  fully  as  possible,  that  is  giving  your 
understanding  of  it  as  an  officer,  or  rather,  a  trustee  and 
Chairman  of  the  Committee.  A.  AVell,  it  was  a  confidential 
fund  for — or  a  fund  for  confidential  legal  services. 

O.  That  is  all  you  can  say?     A.  That  is  all  I  can  say. 

Q.  Now,  I  would  like  to  have  you  state  whether  you  can 

A.  Now,  1  might  add,  that  I  have  heard  that  there  were  con- 
tributions made  to  the  National  Committee,  and  if  they  were, 
I  suppose  they  came  out  of  that  fund,  and  was  looked  upon 
as  legal  services. 

Q.  Why  do  you  suppose  they  came  out  of  that  fund?  A. 
Because  I  have  heard— I  understood  that  they  had  been  made, 
and  there  is  nothing  to  show  that  they  came  from  anywhere 
else. 

Q.  Who  informed  you  that  they  had  been  made?  A.  I— 
there  was  one  of  the— I  think  Dr.  Gillette  said  there  had  been 
contributions  given  to  protect  the  policyholders  against  pend- 
ing legislation — financial   legislation. 

Q.  Against  what  financial  legislation?  A.  Why,  the 
Democratic  Platform. 

Q.  To  what  time  did  he  refer?     A.  I  don't  know. 
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Q.  Was  this  with  reference  to  the  last  campaign?  A.  I 
don't  think  so. 

O.  When  did  you  have  your  conversation  with  him?  A.  I 
couldn't  remember. 

Q.  Well,  have  you  frequently  talked  with  him  about  this? 
A.  No,  sir.  I  don't  see  him  very  often.  I  am  a  pretty  busy 
man,  and  I  get  through  my  work  and  go  back  to  my  own 
business. 

MR.  HUGHES:  We  would  like  to  have  Dr.  Gillette  come 
down  right  away,  if  you  will. 

MR.  BECK:  If  you  want  Dr.  Gillette  will  you  kindly 
excuse  Mr.  Granniss?  The  corporation  now  has  its  two  vice- 
presidents.  We  must  have  some  one  there  to  attend  to  their 
business. 

MR.  HUGHES:  I  can't  excuse  them  this  morning,  Mr. 
Beck.  If  you  will  have  Dr.  Gillette  come  down  we  will  tr\- 
and  put  them  to  as  little  inconvenience  as  possible,  but  I 
think  they  can  spare  the  time  for  an  hour  or  two. 

Q.  So  far  as  you  are  aware,  any  contributions  made  to 
political  campaign  funds  were  not  charged  to  any  other  ac- 
count than   legal   expenses?     A.  Yes,   sir. 

Q.  Did  you  ever  get  any  moneys  from  the  cashier  on  your 
voucher,  which  moneys  were  charged  to  any  account  other 
than  legal  expenses?     A.  I  don't  think  so. 

Q.  Have  we  now  in  the  eight  payments  of  $25,000  each, 
which  I  understand  you  recall,  all  the  moneys  that  have  been 
drawn  upon  your  voucher?     A.  For  those  two  years? 

Q.  Yes.  Now,  previously  did  you,  as  a  member  of  the 
Committee  on   Expenditures,  sign  vouchers  for  similar  pay- 
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ments  to  the  then  Chairman  of  the  Committee?     A.  1  imagine 
that  I  initialed  them  as  they  were  presented  to  the  committee. 

Q.  Do  you  recall  whether  in  1902  and  1901,  and  1900  similar 
payments  were  made  to  the  Chairman  of  the  Committee,  or 
any  payments  made  to  him  upon  his  voucher?  A.  I  couldn't 
recall  it;  no,  sir. 

Q.  Or  in  either  of  those  years  ?    A.  I  couldn't  recall  it. 

Q.  What  is  your  idea  about  it,  was  this  practice  originated 
when  you  became  Chairman  ?    A.  No,  sir. 

Q.  Then  we  may  assume  that  substantially  the  same  thing 
had  occurred  for  a  number  of  years  ?    A.  Yes,  sir. 

Q.  And  were  the  drafts  about  the  same  amount?  A.  I  imagine 
so. 

Q.  Were  they  in  round  sums  of  $25,000  four  times  a  year?  A. 
I  couldn't  tell  you. 

Q.  When  it  was  necessary  to  get  moneys  of  that  sort,  who 
came  to  you  and  asked  for  them  ?    A.  The  Executive. 

Q.  Who  brought  it  to  your  attention  ?    A.  The  Executive. 

Q.  Well,  which  one  ?    A.  Mr.  Granniss  ;  sometimes  Dr.  Gillette. 

Q.  Did  Mr.  McCurdy  ever  come  to  you  ?    A.  No,  sir. 

Q.  What  supervision  did  you  exercise  over  the  expenses  of 
the  Legal  Department  with  reference  to  retainers  given  to  counsel 
and  the  like  in  different  States?  I  mean  when  I  say  you,  the 
Committee  on  Expenditures,  of  which  you  were  Chairman?  A. 
They  audited  the  vouchers  and  directed  them  to  be  paid. 

Q.  The  Committee?     A.  Yes,  sir. 

Q.  Well,  in  auditing  the  vouchers,  did  the  Committee  do  any- 
thing more  than  to  observe  that  the  voucher  was  for  a  certain 
sum  of  money?  A.  In  very  rare  instances  we  may  have  asked 
when  it  didn't  show  what  it  was  for. 

Q.  Well,  did  the  vouchers  show  what  they  were  for,  beyond 
the  fact  that  a  certain  amount  of  money  had  been  paid  ?  A.  Some 
yes;  some  no. 
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Q.  When  they  did  not  show,  did  the  Committee  on  Expendi- 
tures make  any  effort  to  supervise  the  account?  A.  When  they 
were  properly  endorsed;  no. 

Q.  What  do  you  mean  by  that,  endorsed  by .     A.  Duly 

approved  through  the  different  departments. 

Q.  Well,  I  am  speaking  now  of  the  Legal  Department.  A. 
Well,  through  the  Legal  Department. 

Q.  Would  it  be  fair  to  say  that  any  expenditure  that  came  to 
the  committee  through  the  general  solicitor,  would  be  passed 
without  question?    A.  And  approved  by  the  executive. 

Q.  By  one  of  the  vice-presidents  or  the  president ?  A.  Yes,  sir; 
one  of  the  vice-presidents. 

Q.  Are  all  the  vouchers  approved  by  one  of  the  vice-presidents  ? 
A.  Every  one  of  them. 

Q.  So  that  the  business  of  the  Committee  on  Expenditures 
as  practically  conducted  is  to  see  if  the  vouchers  before  them 
have  the  signature  of  one  of  the  vice-presidents  and  the  check  of 
the  man  in  charge  of  the  department?     A.  Yes,  sir. 

Q.  And  that  is  all  they  do?    A.  Principally. 

Q.  Well,  do  they  ever  do  anything  more  than  that?  A.  Once 
in  a  while  we  ask  the  cause  of  a  charge  in  different  directions. 

Q.  Why?    A.   When  we  think  it  is  a  little  large. 

Q.  Can  you  recall  such  a  case?    A.  Not  at  the  moment. 

Q.  And  you  didn't  ask  such  an  explanation  in  connection  with 
these  matters  that  have  been  brought  to  your  attention  of  $25,- 
000  each?  A.  I  asked  if  they  were  all  right  and  proper  and 
absolutely  necessary  for  the  protection  of  the  policy  holders'  in- 
terests in  different  parts  of  the  country  and  I  was  assured  they 
were. 

Q.  The  point  I  have  in  mind  is  this,  Mr.  Olyphant :  These  by- 
laws read  very  well  and  we  all  appreciate  the  standing  of  the 
members  of  the  Board  of  Trustees.  I  want  to  know  whether  it  is 
the  fact  that  if  one  of  the  vice-presidents  tells  you  a  particular 
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thing  is  all  right,  that  you  as  a  member  of  the  committee  simply 
adopt  it  and  ask  no  further  questions,  although  you  know  nothing 
of  the  matter  yourself?     A.  We  have  to. 

MR.  HUGHES :  That  is  all,  Mr.  Olyphant.     Pardon  me,  I  did 
not  ask  if  the  committee  had  any  questions. 

THE  CHAIRMAN :  No,  I  think  not. 
MR.  HUGHES:  Mr.  Granniss. 
MR.  GRANNISS,  recalled,  testified  as  follows: 
BY  MR.  HUGHES : 

Q.  Mr.  Granniss,  our  attention  has  been  called  to  a  contribution 
to  the  Republican  Congressional  Committee  of  $2,500  last  fall, 
I  understand,  as  a  result  of  an  interview  between  you  and  Chair- 
man Babcock.     Do  you  recall  that?     A.  I  do,  sir. 

O.  To  what  account  was  that  payment  charged  ?  A.  I  presume 
it  was  charged  to  law  expenses. 

Q.  Why  do  you  presume  so?  A.  Simply  because  I  didn't  see 
the  entry  made. 

Q.  That  would  have  been  the  appropriate  course?  A.  That 
would  have  been  the  appropriate  course. 

Q.  Is  that  the  course  that  other  campaign  contributions  have 
taken?  A.  I  presume  so,  although  I  am  not  familiar  with  the 
exact  entries  that  were  made  in  such  cases. 

Q.  What  other  campaign  contributions  have  been  made  by  the 
Mutual  Life  Insurance  Company?  A.  I  caia't  state  positively  of 
my  own  knowledge. 

Q.  Well,  state  what  do  you  know  about  it?    A.  I  simply  know 
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tliat  there  were  some  campaign  contributions  made,  but  tht- 
amounts  I  can't  state  because  I  don't  know. 

Q.  In  what  years?  A.  I  think  in  1900 — no,  1896,  1900  and 
1904. 

Q.  How  about  1892?     A.  That  I  don't  know  about. 

Q.  You  were  an  officer  of  the  company  at  that  time?    A.  I  was. 

Q.  What  was  the  amount  of  the  contribution  in  1896?  A.  That 
I  don't  know. 

Q.  These  were  contributions  to  the  Republican  Campaign 
Fund?    A.  I  beheve  they  are. 

Q.  You  are  familiar  with  contributions  to  campaign  funds  to 
both  parties  ?     A.  No ;  I  am  not  familiar. 

Q.  Do  you  recall  a  case  in  which  the  contribution  has  been 
divided?     A.  I  do  not  at  this  moment. 

Q.  Well,  why  do  you  say  at  this  moment?  Have  you  a  general 
recollection  about  that  ?     A.  No ;  I  have  not. 

O.  Is  this  contribution  of  last  fall  to  the  Republican  Congres- 
sional Committee  the  only  contribution  ever  made  to  the  campaign 
fund  of  a  Congressional  Committee?  A.  The  only  one  that  I 
know  anything  about. 

Q.  What  other  officers  of  your  company  deal  with  such 
matters?    A.  Dr.  Gillette. 

Q.  Have  you  conversations  with  him  from  time  to  time  with 
regard  to  such  matters  ?    A.  Yes. 

O.  Can  a  contribution  be  made  without  your  knowledge? 
A.  It  could  be. 

Q.  Or  without  its  coming  to  your  attention  as  an  officer  of  the 
company?  A.  It  could  be. 

Q.  Are  you  in  such  a  position  in  the  Mutual  Life  Insurance 
Company  that  yon  can  take  out  a  sum  of  money  and  pay  it  over 
to  a  campaign  committee  and  no  other  officer  of  the  company 
know  it?    A.  No. 
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Q.  What  other  officer  of  the  company  would  have  to  know  it  ? 
A.  The  President  would  know  it. 

Q.  Anybody  else  ?  A.  And  some  members  of  the  Finance  Com- 
mittee would  know  it. 

Q.  Did  the  members  of  the  Finance  Committee  know  of  this 
campaign  contribution  to  the  Republican  Congressional  Commit- 
tee?   A.  I  presume  they  did. 

Q.  What  members  of  the  Finance  Committee  knew  it?  A.  I 
could  not  state  positively,  but  I  know  that  a  number  of  them  did 
know  it. 

Q.  Then  you  must  have  told  them?    A.  I  or  the  president. 

Q.  Did  the  president  know  of  it?    A.  He  did. 

Q.  Did  he  authorize  you  to  make  it?  A.  You  mean  this  par- 
ticular $2,500? 

Q.  Yes.    A.  He  was  familiar  with  the  circumstances. 

Q.  Did  he  authorize  you  to  make  it?  A.  In  the  ordinary 
course — I  don't  recollect  whether  he  authorized  me  to  make  that 
particular  contribution,  but  I  knew  what  his  views  were  on  the 
subject,  and  I  also  knew  the  views  of  the  members  of  the  Finance 
Committee  on  the  subject. 

Q.  What  were  those  views?  A.  Those  views  were  that  under 
conditions  such  as  existed  at  that  time  that  it  would  be  justifiable 
in  us  to  make  a  contribution. 

Q.  What  were  those  conditions?  A.  The  conditions  were  that 
we  were  menaced  by  a  revival  of  the  free  silver  theory. 

Q.  What,  in  1904?    A.  In  1904,  yes. 

Q.  Last  fall  ?    A.  That  question  came  up. 

Q.  Well,  that  is  news  to  me,  but  I  would  be  g'lad  to  have  you 
state  more  in  detail  how  you  were  menaced  last  fall  by  the  free 
silver  theory?  A.  That  question  did  come  up  with  my  conversa- 
tion with  Mr.  Babcock  at  the  time  that  contribution  was  made. 

Q.  And  the  size  of  your  contribution  I  suppose  indicates  the 
remoteness   of  the   danger?     A.  I   beg  your   pardon. 
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Q.  I  said  the  size  of  the  contribution  indicated  the  remoteness 
of  the  danger?  A.  You  mean  to  imply  that  if  the  danger  had 
been  greater  the  contribution  would  have  been  larger? 

Q.  That  is  what  came  into  ray  mind.  Is  that  improper?  A. 
That  is  a  matter  of  taste. 

Q.  You  don't  think  it  would  have  been  larger  if  the  danger  had 
been  great.  A.  I  don't  think  it  would  have  been  any  larger  if 
the  danger  had  been  greater.  That  is  purely  a  hypothetical  ques- 
tion. 

Q.  Of  course.  Well,  had  you  had  a  discussion  with  President 
McCurdy  as  to  the  danger  of  the  revival  of  a  free  silver  agitation 
before  this  contribution  was  made?  A.  I  can't  recall  any  such 
discussion,  but  the  officers  and  trustees  usually  discuss  matters 
of  that  kind  and  we  act  accordingly. 

Q.  Then  I  suppose  other  contributions  that  have  been  made 
have  been  the  subject  of  discussion  of  the  executive  officers  and 
members  of  the  finance  committee?    A.  Without  doubt. 

Q.  And  in  that  way  must  have  been  brought  to  your  attention  ? 
A.  Yes. 

Q.  Even  though  you  didn't  actually  make  the  payments  your- 
self? A.  Exactly. 

Q.  Well,  now,  will  you  kindly  tell  us,  Mr.  Granniss,  all  about 
it,  just  what  has  been  done  and  the  policy  of  it  and  why  it  has  been 
done — all  that  you  recall  upon  that  subject?  A.  I  believe  that  you 
propose  to  examine  Mr.  McCurdy  ? 

Q.  Yes.  A.  I  think  perhaps  it  would  be  better  for  him  to  make 
that  statement  than  myself. 

Q.  Very  good.  As  long  as  we  have  the  facts  I  don't  care  who 
states  them.  But  as  you  are  on  the  stand,  Mr.  Granniss,  I  think 
you  should  give  your  own  statement,  as  you  yourself,  as  an  officer 
of  this  company,  are  responsible  for  the  conduct  of  its  affairs. 
A.  I  considered,  sir,  that  we  were  justified,  when  we  considered 
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the  best  interests  or  ihe  policyholders  in  making  these  contribu- 
tions. 

Q.  Well,  what  was  the  justification?  A.  The  justification  was 
the  free  silver  menace. 

Q.  You  are  referrmg  now  to  last  fall?  A.  Last  fall  and 
previous  contributions. 

Q.  Have  all  }Our  contributions  been  dictated  by  the  fear  of  the 
free  silver  menace?     A.  Mainly. 

U.  What  else  has  led  to  them?  A.  I  don't  know  of  any  other 
causes  that  led  up  to  them. 

y.  How  much  did  the  Mutual  Life  Lisurance  Company  con- 
tribute to  the  last  campaign  fund  of  the  Republican  party?  A.  I 
can't  state  positively,  as  I  told  you. 

O.  W^ell,  as  nearly  as  you  can?  A.  Well,  I  don't  care  to 
approximate,  because  3'ou  can  very  readily  ascertain  the  exact 
amount  from  Dr.  Gillette. 

O.  Well,  if  I  can  readily  ascertain  it  it  must  be  a  matter 
where  you  would  be  very  close  to  the  truth.  We  will  correct 
it  if  necessary.  A.  I  don't  think  it  exceeded  $20,000,  but  it 
may  have  done  so. 

O.  W'hat  discussion  was  there  before  that  contribution  with 
reference  to  its  propriety"  A.  I  don't  recall  any  particular 
discussion,  but  I  do  recall  the  fact  that  the  matter  was  very 
thoroughly  discussed. 

Q.  With  whom?  A.  Between  the  executive  officers  and 
members  of  the  Finance  Committee. 

O.  Did  it  take  the  form  of  a  discussion  entered  in  the 'min- 
utes and  followed  by  a  resolution?  A.  No,  informal  discus- 
sions of  that  kind  are  not  entered  in  the  minutes. 

O.  And  then  when  the  money  was  drawn  how  was  the  pay- 
ment vouchered?     A.  That  I  don't  know. 

O.  You  never  inquired  as  to  that?  A.  No,  it  was  not  neces- 
sary for  me  to  inquire. 
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Q.  You  say  it  was  not  necessary.  Why  not?  A.  Simply 
because  the  matter  was  left  in  the  hands  of  Dr.  Gillette. 

Q.  Reference  has  been  made,  Mr.  Granniss,  to  the  employ- 
ment of  attorneys  in  other  States  throughout  the  country  with 
reference  to  matters  of  legislation.  Are  you  conversant  with 
those  matters?     A.  To  a  certain  extent. 

Q.  To  what  extent?  A.  To  this  extent,  that  those  matters 
were  in  the  hands  of  Mr.  Short,  the  general  solicitor,  and  it 
was  customary  for  him  to  confer  with  me  in  regard  to  legisla- 
tion in  different  States. 

Q.  Do  you  have  anything  to  do  with  the  accounts  of  the 
supply  department?     A.  No. 

Q.  Do  you  know  anything  about  that?     A.  No. 

Q.  Do  you  know  of  an}'  moneys  paid  to  Mr.  Fields  ?  A. 
No,  I  do  not. 

Q.  Are  those  matters  brought  under  your  supervision  in 
any  way?     A.  They  are  not,  no. 

Q.  Who  has  charge  of  them  ?  A.  Dr.  Gillette  has  charge 
of  the  initialing  of  vouchers  for  payments  of  moneys.  That 
is  his  particular  province. 

0.  You  have  heard  Mr.  Olyphant's  testimony  with  refer- 
ence to  these  moneys  that  were  drawn,  about  $25,000  four 
times  a  year  on  the  voucher  of  the  chairman  of  the  committee 
on  expenditures?  A.  Have  you  ever  asked  Mr.  Olyphant 
to  get  any  money  from  the  cashier  for  confidential  legal  ex- 
penses? A.  I  do  not  recall  having  done  so.  At  the  same 
time  I  find  that  one  of  those  vouchers  has  been  initaled  by 
me. 

Q.  Are  those  vouchers  here  ?     A.  I  believe  so. 

Q.  Will  you  produce  them  ? 

(Papers  produced.) 
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Q.  (Handing  papers.)  Here  are  certain  vouchers  produced. 
Which  is  the  one  to  which  you  refer  ?  A.  The  one  on  top,  sir ; 
pay  to  the  order  of  expenditures. 

MR.  HUGHES:     I  will  offer  the  voucher  in  evidence. 

(Paper  marked  Exhibit  268.) 

MR.  HUGHES :  New  York,  the  28th  day  of  January,  1904. 
Received  of  the  Mutual  Life  Insurance  Company  of  New 
York  $25,000  for  the  use  of  expenditures  committee,  $25,000. 
(Signed)  Robert  Olyphant,  Chairman. 

Stamped:  Committee  on  expenditures  ordered  paid  Janu- 
ary 30,  1904.  $25,000.  Initaled  J.  C.  H.  and  C.  E.  N.  In  the 
corner  "Law."  Another  stamp,  Mutual  Life  Insurance  Com- 
pany, January  28,  1904. 

Q.  Is  that  your  name?    A.  Yes. 

Q.  Simply  Granniss?    A.  Granniss,  with  my  initial  stamp. 

MR.  HUGHES :     Stamped  Granniss. 

Q.  Now,  this  money  was  obtained,  as  I  understand  it,  upon 
your  authorization?    A.  Yes. 

Q.  It  would  not  have  been  obtained  without  it?  A.  Oh, 
yes,  it  might  have  been  obtained  on  some  other  officer's,  yes. 

Q.  Well,  by  some  other  officer?    A.  Yes. 

Q.  What  was  it  obtained  for?  A.  I  cannot  tell  you,  now, 
sir. 

Q.  Did  you  know  at  the  time?"   A.  I  presume  I  did. 

Q.  Did  you  know  of  your  own  knowledge  or  from  what 
someone  told  you?  A.  From  what  someone  told  me  prob- 
ably. 
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Q.  And  who  probably  told  you  ?  A.  I  cannot  tell  positively, 
Mr.  Hughes.     I  don't  know. 

Q.  Who  were  confidentially  employed  by  the  Mutual  Life 
Insurance  Company?  A.  In  what  respect,  for  what  pur- 
pose? 

Q.  Well,  that  is  what  I  want  to  find  out,  but  Mr.  Olyphant 
said  a  moment  ago  that  these  moneys  went  to  some  extent 
apart  from  such  as  may  have  been  used  in  campaign  contribu- 
tions, as  I  understood  him,  for  the  confidential  services  that 
might  be  required  by  your  company  in  protecting  its  policy- 
holders? A.  Why  those  expenditures  were  all  made  through 
Mr.  Short  of  the  law  department. 

Q.  Well,  was  this  made  through  Mr.  Short?  A.  I  presume 
it  was.  ■• 

Q.  Well,  in  order  that  Mr.  Short  might  get  the  money  an 
officer  would  have  to  approve  of  the  transaction  ?  A.  Have  to 
vise  it,  yes,  sir. 

Q.  What  did  you  know  about  this  or  any  one  of  the  pay- 
ments of  $25,000  or  about  the  payments  for  confidential 
services  of  any  sort?  A.  This  voucher  is  dated  a  year  ago, 
Mr.  Hughes. 

Q.  Yes.  A.  As  I  cannot  recall  at  this  time,  I  presume  at 
the  time  I  signed  that  voucher  I  was  fairly  convinced  of  the 
propriety  of  signing  it,  but  I  cannot  give  you  the  reasons  now, 
for  it  is  a  year  ago  or  more. 

Q.  Have  you  ever  done  it  before  or  since?  A.  I  don't 
know.     It  is  possible  I  may  have,  but  I  do  not  recall  it. 

Q.  Do  you  know  any  persons  to  whom  money  is  paid  for 
legal  services,  or  ostensibly  legal  services,  whose  names  do 
not  appear  upon  the  vouchers  held  by  the  company?  A.  I 
do  not. 

Q.  Did  you  know  of  any  lawyer  who  is  under  annual  retainer 
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by  the  company  apart  from  its  general  solicitor  ?  A.  I  do  not  re- 
call any  just  at  this  moment. 

Q.  Why  do  you  emphazize  just  at  this  moment?  A.  Simply 
because  this  is  the  moment  I  am  being  interrogated. 

Q.  Yes,  but  do  you  mean  by  that  that  you  cannot  give  his  name 
or  cannot  think  of  his  name?  A.  I  cannot  think  of  his  name  at 
the  moment. 

Q.  Is  there  any  such  man?  A.  I  do  not  know  of  any  such 
man,  but  yet  there  may  be. 

Q.  Have  you  stated  all  the  moneys  which  so  far  as  you  have 
ever  heard  from  aii)'  officer  of  the  company  have  been  paid  to  cam- 
paign committees  ?     A.  I  have. 

Q.  Have  you  included  in  your  statement  moneys  paid  for  state 
or  local  purposes  ?    A.  I  have. 

O.  What  contributions  so  far  as  you  have  heard  from  any 
officer  of  your  company  have  been  made  for  state  campaigns? 
A.   None  at  all  that  I  know  of.     I  never  heard  of  any. 

Q.  Did  you  know  that  an  agent  of  your  company  in  the  State 
of  Washington  had  paid  $5,000  to  a  local  campaign  fund?  A.  No, 
I  never  heard  of  it,  and  I  do  not  believe  it. 

O.  Can  such  a  thing  be  done  by  a  general  agent  of  your  com- 
pany without  its  coming  to  the  attention  of  the  officers  of  the 
company?    A.  No. 

O.  How  would  it  come  to  their  attention?  A,  Unless  he 
took  it  out  of  his  own  pocket  or  out  of  his  own  private  means 
he  would  have  to  charge  it  in  his  account. 

Q.  And  how  do  those  accounts  come  along,  do  they  have  any 
items  such  as  legal  expenses?  A.  No,  unless  they  are  specially 
allowed  from  the  home  office. 

Q.  Who  audits  the  accounts  of  general  agencies?  A.  The 
auditor. 

Q.  Does  the  committee  of  expenditures  deal  with  that  ?  A.  Not 
until  after  the  auditor  has  passed  upon  it. 
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Q.  You  refer  by  the  auditor  to  Mr.  Preller,  whom  we  met  the 
other  day?     A.  I  do. 

Q.  Did  you  know  Andrew  Hamilton?    A.  No,  I  did  not. 

Q.  Never  met  him?  A.  I  may  have  met  him  once,  but  if  so 
I  cannot  recall  the  occasion.  Since  this  interrogation  began  I  have 
tried  to  recall  it  I  ever  have  had  the  pleasure  of  meeting  Mr. 
Hamilton,  but  I  cannot  recall  that  I  ever  did  so. 

O.  Did  you  ever  meet  any  officer  of  the  Equitable  or  New  York 
Life  with  a  view  of  determining  what  steps  should  be  taken  with 
reference  to  legislation  in  any  states  or  territories  or  sections  or 
districts  of  states  ?    A.  No,  I  never  have. 

Q.  Have  you  given  any  instructions  to  Mr.  Thummel  as  to 
what  he  should  do  with  regard  to  such  matters?  A.  I  presume 
I  have,  but  I  have 

Q.  Kindly  state  what  instructions  you  think  you  have  given  to 
him  or  presume  you  have  given  to  him?  ,  A.  I  cannot  recall.  The 
instructions  given  to  Mr.  Thummel  varied  with  the  conditions 
that  existed  at  the  time  the  instructions  were  given.  I  cannot  re- 
call any  case. 

Q.  Do  you  recall  any  case  in  the  last  five  years  in  which  it  has 
been  necessary  for  your  company  to  give  attention  to  legislation 
in  any  particular  state?    A.  No  particular  case. 

Q.  Is  your  mind  an  entire  blank?    A.  No,  not  an  entire  blank. 

Q.  Will  you  kindly  state  what  there  may  be  in  it?  A.  You 
mean  in  my  mind  ? 

Q.  Yes,  on  that  subject.  A.  Well,  out  of  respect  to  you  I  won't 
mention   it,   sir. 

Q.  Well,  I  am  sorry,  but  I  understood  you  said  you  did  have 
something  in  your  memory  on  this,  and  I  am  anxious  to  find  out 
what  it  is.  A.  I  told  you  I  decided  each  case  as  it  came  up,  but 
I  do  not  recall  now  what  particular  instructions  were  given. 

Q.  No,  but  when  I  asked  you  if  your  mind  was  a  complete 
blank  on  the  subject  you  said  not  entirely.     If  there  is  anything' 
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you  recall  state  it.  A.  I  do  not  recall  any  particular  case  when  I 
gave  him  instructions.  It  has  been  the  practice  of  myself  and 
Mr.  Short  when  he  was  living  to  have  almost  daily  consultations 
in  regard  to  legislation  in  various  parts  of  the  country.  We  were 
furnished  each  day  with  a  statement  or  bulletin,  rather,  issued  by 
the  Underwriter,  the  weekly  Underwriter,  an  insurance  publica- 
tion in  New  York  City,  and  that  bulletin  contained  each  day  a 
brief  memoranda  of  the  laws  introduced  in  various  state  legisla- 
tures all  over  the  country.  Mr.  Short  would  generally  make  some 
memorandum  in  regard  to  whether  this  law  or  that  law  or  the 
other  law  was  favorable  or  unfavorable  to  life  insurance  interests 
and  we  would  discuss  the  propriety  of  either  opposing  them  or 
favoring  them. 

Q.  That  is  it  exactly.  That  is  what  I  wanted  to  get  at.  A.  I 
supposed  you  wanted  individual  cases,  and  that  of  course  I  could 
not  recall. 

Q.  Well,  I  wanted  whatever  you  could  state,  and  the  statement 
of  the  general  practice  is  very  important.  Now,  when  you  came 
to  the  conclusion,  on  the  advice  of  the  solicitor  or  on  your  judg- 
ment, that  certain  threatened  legislation  was  hostile  to  your  in- 
terests what  did  you  do  about  it?  A.  Either  I  instructed  Mr. 
Thummel  myself  or  Mr.  Short  instructed  Mr.  Thummel  to  take 
such  proper  measures  as  would  conduce  to  defeat  legislation  of 
that  kind,  unfavorable  legislation. 

Q.  What  sort  of  measures  were  they,  was  that  left  entirely 
to  Mr.  Thummel's  discretion  ?  A.  Not  entirely.  There  were  some 
different  measures  adopted  in  different  cases.  We  authorized 
counsel  to  appear  before  a  \_ommittee ;  we  authorized  the  publica- 
tion of  circulation;  we  authorized  publications  in  papers  and 
whatever  was  proper  and  right  to  do  in  order  to  influence  public 
sentient  or  the  opinions  of  legislators  in  regard  to  bills  that  were 
unfavorable  to  the  interests  of  life  insurance  generally.  We  were 
not  particularly  interested  so  far  as  our  own  company  was  con- 
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cerned,  but  for  all  the  companies.  In  cases  of  unnecessary  taxa- 
tion— what  seemed  to  us  unnecessary  taxation — or  bills  requiring 
that  we  should  comply  with  certain  regulations  that  were  inimical 
to  the  interests  of  the  company.  All  proper  measures  were 
adopted  in  order  to  prevent  the  passage  of  such  bills. 

Q.  Well,  suppose  it  was  necessary  to  expend  money  in 
such  cases.  Was  the  matter  brought  to  your  attention?  A. 
No. 

Q.  Did  Mr.  Thummel  have  authority  to  draw  money  for 
such  purposes  without  the  approval  of  an  executive  officer? 
A.  After  consultation  with  Mr.  Short.  Mr.  Short  was  the 
medium  through  which  it  went. 

Q.  Did  Mr.  Short  have  authority  to  expend  any  money  so 
far  as  might  be  necessary  without  consultation  with  any  ex- 
ecutive officer?    A.  Up  to  a  certain  extent,  yes. 

Q.  To  what  extent?  A.  I  cannot  state  the  exact  amount, 
but  his  recommendation — if  Mr.  Short  came  to  me  and  said 
I  recommend  that  so  much  money  be  allowed  Mr.  Thummel 
for  this,  or  that,  or  the  other  purpose,  it  was  usually  vised. 

Q.  Did  he  have  a  regular  allowance  of  an  amount  which  he 
could  spend,  or  did  he  make  particular  requests  or  requis- 
itions? A.  He  made  particular  requests  to  cover  particular 
cases. 

Q.  And  those  were  made  to  whom?  A.  Sometimes  to  me 
and  sometimes  to  Dr.  Gillette. 

Q.  Recalling  what  you  can  of  what  has  taken  place  between 
him  and  you  on  that  point,  did  he  explain  to  you  the  precise 
purpose  of  the  payment?  A.  Usually,  as  near  as  I  can  re- 
member. 

Q.  Did  he  give  you  a  voucher  stating  those  purposes?  A. 
I  do  not  recollect  that.  I  do  not  recall  his  giving  me  a  voucher. 
If  he  had  an  order  on  the  cashier  and  wanted  me  to  vise  it  I 
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would  usually  do  so  after  his  explanation,  and  if  I  did  not 
think  it  advisable  1  declined  to  authorize  the  expenditure. 

Q.  What  amounts  of. money,  say  in  1904,  were  expended 
in  that  way  to  protect  the  company  against  legislation  so 
far  as  you  are  able  to  recall  them?  A.  I  have  not  any  idea 
at  all. 

Q.  Well,  suppose  you,  as  an  officer  of  the  company,  wanted 
to  find  out,  what  would  you  do?  Where  would  you  go?  A.  I 
would  consult  with  Mr.  Short  and  ask  him 

Q.  That  is  impossible,  because  he  is  dead?  A.  I  know, 
unfortunately,  it  is. 

Q.  But,  he  being  gone,  how  would  one, be  able  to  find  out 
what  you  spent  last  year  in  this  way?  A.  It  might  be  pos- 
sible through  the  Law  Department. 

Q.  Is  there  anyone  there  who  acted  as  his  lieutenant  who 
would  know  all  about  these  matters?  A.  Mr.  Allen  might  be 
able  to  gather  up  the  vouchers.     I  don't  know  about  it. 

Q.  Is  there  any  record  or  account  in  the  books  of  your  company, 
or  any  vouchers  in  the  possession  of  your  company,  which  would 
give  the  information?  A.  That  I  do  not  know,  Mr.  Hughes. 
The  bookkeeping  part  of  it 

THE  CHAIRMAN:  Mr.  Hughes,  when  did  Mr.  Short 
die? 

Q.  When  did  Mr.  Short  die?  A.  He  died  three  or  four 
months  ago. 

MR.  HUGHES :  If  you  will  withdraw,  Mr.  Granniss,  I  will 
call  Dr.  Gillette. 

WALTER  R.  GILLETTE,  called  as  a  witness,  being  duly 
affirmed,  testified  as  follows  : 
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BY  MR.  HUGHES: 

Q.  You  are  vice-president  of  the  Mutual  Life  Insurance 
Company?     A.  Yes. 

Q.  How  long  have  you  been  vice-president?  A.  Since 
July,  1903. 

Q.  Were  you  connected  with  the  company  prior  to  that 
time?     A.  Some  twenty-five  years. 

Q.  In  what  way?  A.  First  as  a  medical  examiner,  outside 
medical  examiner,  then  as  Medical  Director,  and  afterward 
as  General  Manager,  and  finally  as  vice-president. 

Q.  How  long  were  you  General  Manager?  A.  I  did  not 
bring  those  dates  with  me,  but  I  think  about  twelve  years. 
I  could  not  tell  you  definitely.     Ten  or  twelve  years. 

Q.  Were  the  duties  of  the  general  manager  at  that  time  the 
same  as  they  appear  to  be  now,  by  the  By-Laws,  that  is,  to  do 
whatever  may  be  delegated  to  him  by  the  executive  officers? 
A.  They  were.  j 

Q.  And  what  particular  part  of  the  business  did  you  have 
charge  of  as  general  manager?  A.  At  that  time  my  par- 
ticular charge  was  the  management  of  the  domestic  agencies. 

Q.  What  were  the  years  exactly,  when  you  were  general 
manager?  A.  I  cannot  recall,  as  I  have  told  you.  I  did  not 
bring  the  data  with  me.  I  was  general  manager,  I  think,  ten 
or  twelve  years  prior  to  1903. 

Q.  Did  you  have  occasion  to  know  of  the  terms  of  the  con- 
tract of  C.  H.  Raymond  &  Company  ?     A.  I  think  I  did. 

Q.  Did  you  enter  into  that  contract,  or  were  you  instructed 
to  enter  into  it?     A.  I  entered  into  it. 

Q.  On  your  own  initiative  ?  A.  I  presume  so.  I  cannot 
think  of  anything  else  that  would  have  induced  me  to. 

Q.  Was  that  contract,  or  those  contracts,  with  C.  H.  Ray- 
mond   &    Company    brought    before    any   committee    of    the 
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society?  A.  I  don't  know  whether — I  presume  they  were 
reported  to  the  agency  committee,  but  I  do  not  recall  that. 

Q.  Is  it  the  practice  to  have  contracts  made  without  report- 
ing them  to  the  Agency  Committee  ?  I  refer  to  contracts  with 
domestic  general  agents.  A.  I  don't  know  the  present  prac- 
tice, but  during  my  incumbency  of  the  office  I  am  under  the 
impression  they  were  reported  at  the  annual  meetings  of  the 
Agency  Committee. 

Q.  I  note  in  paragraph  ii  of  the  By-Laws  it  is  provided 
that  the  president  shall  also  have  general  direction  and  super- 
intendence of  the  affairs  and  of  the  officers  of  the  company 
and  shall  establish  rules  and  regulations  for  the  conduct  of  the 
business  of  the  company  and  for  the  direction  of  its  officers; 
that  he  may  suspend  or  remove  any  general  manager  or  gen- 
eral agent  at  pleasure.  As  a  practical  matter,  is  that  inter- 
preted to  mean  the  appointment  and  terms  of  appointment 
of  general  managers  and  general  agents  are  entirely  within 
the  control  of  the  president,  or  of  such  officer  as  he  may  ap- 
point as  his- delegate?  A.  That  is  the  understanding  of  the 
By-Laws. 

Q.  Yes,  So  that,  under  the  By-Laws  the  president  can  deal 
with  that  matter  ac  first  hand,  or  appoint  the  general  manager  to 
deal  with  it?    A.  Certainly. 

Q.  And  that  has  been  done?     A.  Yes. 

Q.  Is  there  anyone  besides  you  and  the  president  who  are 
responsible  for  the  terms  of  the  contract  with  C.  H.  Raymond  & 
Company,  I  mean  prior  to  1903?  A.  If  I  recall,  I  do  not  think 
anyone  other  than  the  president  and  myself  had  any  authority 
in  the  matter.  I  do  not  know  whether  that  authority— he  could, 
of  course,  have  relegated  it  to  the  other  vice-president  of  the 
company.    Whether  he  did  so  or  not  I  do  not  know. 

Q.  But,  so  far  as  you  now  recall  these  contracts  relating  to 
the  Metropolitan  Agency  were  fixed  either  by  the  president,  or  by 
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you  acting  under  the  president's  authority  pursuant  to  the  by-laws. 
A.  I  do  not  know  what  part  the  president  took  in  them.  I  can 
only  refer  to  my  action  in  the  matter,  and  whatever  part  I  took 
must  have  my  signature  as  approval,  that  is  the  only  evidence  I 
have.    I  know  that  I  did  certify  to  some  agreements. 

Q.  I  have  here  a  number  of  vouchers  which  have  been  pro- 
duced, which  I  will  read  upon  the  record  in  condensed  form. 
The  first  is  Exhibit  268,  January  20th,  1904,  $25,000,  signed  by 
Robert  Olyphant  as  Chairman,  and  stamped  with  Mr.  Granniss' 
stamp,  as  already  testified  to.  The  next  is  July  26th,  1904,  $25,- 
000,  signed  Robert  Olyphant,  Chairman,  initialed  W.  R.  G.  V.  P. 
The  next  is  August  22d,  1904,  $25,000,  signed  Robert  Olyphant, 
Chairman,  initialed  W.  R.  G.  The  next  is  November  ist,  1904, 
$25,000,  signed  Robert  Olyphant,  Chairman,  initials  W.  R.  G. 

The  next  is  January  nth,  1905,  for  $25,000,  signed  Robert 
Olyphant,  and  initialed  W.  R.  G.  Do  I  understand  that  those 
respective  sums  were  obtained  upon  your  order,  and  that  the 
initials  "W.  R.  G."  are  your  initials?  A.  The  initials  are,  yes, 
sir. 

Q.  And  were  these  sums  obtained  upon  your  authority?  A.  I 
presume  they  were. 

Q.  For  what  purpose?    A.  For  legal  purposes. 

Q.  What  legal  purposes?  A.  Legal  purposes,  as  required  by 
the  legal  department. 

Q.  Well,  what  legal  purposes  required  the  expenditure  of 
these  moneys?  A.  These  matters  were  wholly  in  the  hands  of 
the  General  Solicitor,  and  requisitions  were  made  upon  me  for 
the  funds  and  I  turned  the  money  over  to  him. 

Q.  When,  on  January  nth,  1905,  you  initialed  this  voucher 
for  that  date  of  $25,000,  did  you  know  what  that  money  was  to 
be  used  for?    A.  I  did  not. 

Q.  Did  anybody  tell  you  what  that  money  was  to  be  used  for? 


1753 


Testimony  of  Walter  R.  Gillette 

A.  Only  in  a  general  way  it  was  necessary  for  the  legal  expense 
of  the  company. 

Q.  Why  was  the  money  not  obtained  in  the  ordinary  way  upon 
the  solicitor's  voucher  ?  A.  Because  as  you  perhaps  know  in  all 
corporate  interests  there  are  certain  transactions  that  are  done  in  a 
confidential  way,  and  these  moneys  were  used  in  that  way. 

Q.  Would  it  be  any  less  confidential  to  have  the  solicitor  sign 
the  voucher  than  to  get  the  cash  on  the  solicitor's  requisition? 
A.  That  was  not  the  method,  that  is  all  I  can  say. 

Q.  What  did  you  do  to  ascertain  what  the  confidential  purposes 
were  ?  A.  I  did  nothing.  I  simply  wanted  to  know  if  they  were 
necessary  and  signed  the  voucher. 

Q.  What  person  asked  you  for  that  $25,000,  with  reference  to 
the  voucher  of  January  nth,  1905?  A.  I  cannot  recall  that.  I 
think  it  was  the  general  solicitor,  but  I  cannot  recall  it. 

Q.  Do  you  mean,  Mr.  Short,  was  he  at  the  office  at  that  time? 
A.  I  don't  know,  I  think  he  was ;  I  cannot  recall  that. 

O.  Do  you  mean  to  say  that  you  would  turn  over  to  the  general 
solicitor  in  a  year  $100,000  apart  from  all  the  amounts  which  went 
for  the  support  of  his  department  and  the  payment  of  counsel  in 
the  regular  way  upon  his  warrants,  without  having  any  idea  for 
what  purposes  the  money  was  to  be  used?  A.  I  knew  the  pur- 
poses, to  be  used  for  necessary  legal  expenses.  I  took  his  word 
for  it,  and  acted  upon  his  authority  as  a  responsible  dispenser 
of  this  fund. 

Q.  You  say  you  knew  the  purposes.  What  did  you  know  about 
the  purposes?  A.  I  said  he  knew  the  purposes.  I  did  not  know 
the  purpose. 

O.  Did  not  know  anything  about  it?  A.  I  presume  they  were 
legal  expenses. 

Q.  Yes.  But  we  were  getting  at  what  you  were  informed? 
A.  I  don't  know. 

Q;  Did  Mr.  McCurdy?    A.  I  don't  know. 
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O.  Or  anybody  else  so  far  as  you  know?    A.  I  don't  know. 

Q.  Then  do  I  understand  that  in  the  management  of  your 
company  the  general  solicitor  can  get  $25,000  without  any  state- 
ment to  any  officer  for  what  the  money  is  to  be  used,  and  inde- 
pendent of  his  regular  requisitions?  A.  Not  at  all.  We  always 
confer  on  these  matters.  We  do  not  confer  altogether,  but  all 
these  funds  are  from  time  to  time  talked  over  and  used  as  re- 
quired. 

Q.  Now,  with  whom  was  this  matter  talked  over  or  any  of 
these  matters  to  which  the  vouchers  relate?  A.  I  don't  know. 
I  presume  I  must  have  talked  that  matter  over  with  Mr.  Granniss, 
perhaps  with  Mr.  Mcrnrdy,  but  I  cannot  recall  now  specifically 

Q.  You  say  specifically,  have  you  even  any  general  recol- 
lection on  the  subject?  A.  Nothing  more  than  I  have  told 
you. 

O.  You  have  no  knowledge,  Mr.  Gillette,  in  the  first  place, 
and  no  recollection  in  the  next  place,  of  what  any  of  those 
moneys  were  used  for?     A.  No. 

Q.  Or  what  you  were  told  they  were  used  for,  or  why  they 
should  be  required?  A.  I  was  told  they  were  to  be  used  for 
legal  expenses. 

Q.  Anything  further  than  that?     A.  No. 

Q.  Any  discussion  ever  had  further  than  that?     A.  No,  sir. 

Q.  Then  it  comes  back  to  what  I  said  a  moment  ago,  that 
the  general  solicitor  can  get  $25,000  whenever  he  pleases, 
without  his  disclosing  the  purpose?     A.  Yes,  he  can 

Q.  Without  disclosing  the  purpose?  A.  Without  disclos- 
ing the  purpose. 

Q.  How  long  has  that  been  so  in  that  company  ?  A.  I  don't 
'know.  I  cannot  give  dates,  but  the  head  of  a  department 
can  get  money  when  he  requires  it  for  his  purposes. 

Q.  You  are  aware,  of  course,  of  the  regular  legal  expense 
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accounts  for  which  moneys  were  drawn  in  the  usual  way  upon 
regular  vouchers  of  the  department  ?    A.  Yes,  some. 

Q.  You  know,  for  example,  in  1904  there  were  $364,000 
drawn  in  that  way?  A.  No,  I  don't  recall  the  exact 
amount. 

Q.  Do  you  know  what  the  legal  expenses  of  your  com- 
pany amounted  to  last  year?  A.  I  have  not  got  it  here  in  my 
mind. 

Q.  Can  you  tell  within  $50,000?  A.  I  can,  by  referring  to 
my  list. 

Q.  Please  do  so.  A.  I  think  I  have  a  list  here,  which  will 
show  it. 

THE  CHAIRMAN :  Perhaps  it  would  not  be  inopportune 
to  suggest  again  that  the  proceedings  are  not  being  conducted 
for  the  entertainment  of  those  present,  and  indications  of 
approval  or  disapproval  or  otherwise  by  those  present  of 
what  occurs  here  is  not  only  embarrassing  to  the  Committee, 
but  embarrassing  to  the  counsel,  and  to  the  witnesses,  and 
we  would  be  very  obliged  to  you  if  you  will  preserve  as  strict 
silence  as  possible. 

THE  WITNESS :  I  thought  I  had  that  list  with  me,  but 
I  have  not. 

Q.  Perhaps  you  will  recognize  it  from  the  annual  report 
published  in  book  form,  from  which  I  take  it  that  your  legal 
expenses  for  1904  were  $364,000.  Do  you  recognize  that  as 
correct?    A.  Yes. 

Q.  Now,  it  appears  that  the  legal  expenses  of  the  New 
York  Life  Insurance  Company  for  the  year  1904  were  $172,- 
000  from  their  report,  and  it  appears  that  the  legal  expenses 
of  the  Equitable  Life  Assurance  Society,  according  to  their 
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report,  were  $204,000.  I  suppdse  that  some  time  or  other 
it  was  brought  to  your  attention  that  the  legal  expense  ac- 
count of  the  Mutual  Life  Insurance  Company  was  very  largely 
in  excess  of  the  reported  legal  expense  account  of  the  other 
great  companies?     A.  It  was  reported,  you  say? 

Q.  Yes,  or  that  was  brought  to  your  attention?  A.  It  may 
have  been.  It  is  not  clear  in  my  mind  that  any  great  dis- 
tinction was  made. 

Q.  Well,  in  the  management  of  your  company  would  not 
the  fact  that  your  expenses  were  nearly  $200,000  more  for  legal 
purposes  than  that  reported  by  the  New  York  Life  Insurance 
Company  lead  you  to  make  some  inquiry  of  your  legal  depart- 
ment as  to  what  the  money  was  spent  for?  A.  I  perhaps  have 
from  time  to  time  inquired,  but  I  don't  recall  now  any  special 
instance,  and  I  never  did  go  into  that  matter  as  clearly  as 
you  have  expressed  it. 

Q.  And  you  know  nothing  about  it.  What  ofhcer  of  your 
company  does  know?     A.  I  don't  know. 

Q.  Well,  is  there  any  officer  of  your  company  who  looks 
into  the  matters  of  expenses?  A.  Those  matters  are  all  gone 
over  by  our  committees  and  the  Board  of  Trustees. 

Q.  What  committees?  A.  The  committee  on  accounts  and 
the  committee  on  expenditures. 

Q.  Now,  the  committee  on  expenditures,  we  have  had  the 
chairman  of  that  and  he  rests  entirely  on  the  authorization 
•of  Dr.  Gillette  mainly  and  somtimes  of  Mr.  Granniss.  Now, 
we  have  Dr.  Gillette  and  we  want  to  know  what  he  relied 
upon?    A.  What,  as  to  these 

Q.  As  to  these  expenditures  and  supervision  of  the  amount 
of  money  that  the  company  is  paying  out  for. legal  expenses? 
A.  Our  only  supervision  is  what  I  have  given  you,  when  the 
general  solicitor  has  applied  for  money  I  have  given  it  to 
;him  for  necessary  expenses. 
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Q.  Now,  did  the  general" solicitor  ever  make  a  report  to 
you  what  the  money  was  for?     A.  No. 

Q.  Did  you  ever  ask  for  a  report?     A.  No. 

Q.  Did  you  ever  get  any  vouchers  from  him  ?  A.  For  these 
moneys  that  you  have  shown  me  certificates  for?  Not  for 
those. 

Q.  Not  for  these?    A.  No. 

Q.  Now,  these  aggregate,  and  I  have  been  assured  that 
these  are  all  the  vouchers  of  this  description  for  1904,  a 
round  hundred  thousand  dollars,  which  leaves  for  legal  ex- 
penses of  your  company  in  1904  $264,000,  obtained  as  I  under- 
stand it,  in  the  ordinary  way  of  the  vouchers  of  the  legal  de- 
partment. Did  you  receive  from  Mr.  Short  or  anyone  else 
in  the  legal  department  a  voucher  for  any  part  of  this 
$100,000?     A.  No. 

Q.  Did  any  other  officer  of  the  company?  A.  I  don't  know 
that  they  did. 

Q.  Did  you  even  have  Mr.  Short's  receipt  for  the  money? 
A.  Why,  Mr.  Short  must  have  made  some  account  of  them? 
I  don't  know  that  he  did. 

Q.  That  is  what  I  want  to  get  at.  Why  do  you  say  he 
must  have  made  an  account  of  them?  A.  Well,  I  know  the 
money  was  passed  to  him  and  that  is  all  I  know  of  it. 

O.  Do  you  know  that  the  whole  $100,000  was  passed  to 
him?     A.  If  my  signature  is  on  it  it  was. 

Q.  Well,  look  and  see?     A.  Yes;  I  am  certain  it  was. 

O.  Did  you  get  any  receipt  from  him?     A.  No. 

Q.  Did  you  ever  get  any  account  from  him?  A.  For  this 
money? 

Q.  Yes.     A.  No. 

Q.  Did  you  ever  ask  for  any?     A.  No. 

Q.  How  much  of  this  went  for  political  purposes?  A.  Not 
a  cent,  so  far  as  I  know. 
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Q.  Well,  you  mean  by  that  if  any  of  it  did  he  paid  it  out? 
A.  I  don't  mean  anything  but  what  I  say.  I  don't  know  where 
a  cent  of  that  money  went. 

Q.  Well,  do  you  happen  to  know  what  contributions  to  any 
campaign  funds  of  any  party  was  made  last  year  out  of  the 
moneys  of  the  Mutual  Life  Insurance  Company?     A.  Yes. 

Q.  Please  state  what  you  know  on  that  subject.  A.  We 
made  a  contribution  to  the  National  Republican  Committee. 

Q.  Of  how  much  ?  A.  I  think  it  was — I  think  it  was  about 
$40,000. 

Q.  When  was  that  made,  about?  A.  Just  previous  to  the — 
during  the  canvass. 

O.  Did  you  make  it  personally?     A.  I  did  not. 

Q.  How  was  that  booked?  A.  I  made  some  of  it  personally 
through  the  general  solicitor  and  I  don't  know  who  he  handed 
it  to.     I  got  the  money  and  gave  it  to  him. 

Q.  How   much   was    that?     A.  That   was  $15,000. 

Q.  And  who  made  the  rest?  A.  Well,  I  don't  know.  That 
is  simply — I  know  that  money  was  contributed,  but  who 
handed  that  over  I  don't  know. 

Q.  How  were  these  payments  booked?  A.  How  were  they 
what? 

Q.  How  were  they  booked — entered  on  the  books  of  your 
company?     A.  They  were  entered  as  legal  expenses. 

Q.  Well,  are  they  part  of  this  $100,000  represented  by  these 
four  vouchers?     A.  I   can't  tell  you  about  that. 

Q.  Well,  are  there  any A.  It    is    very    likely — very 

likely  that  they  were,  but  I  can't  be  positive  about  that. 

Q.  What  leads  you  to  say  that  it  is  very  likely?  A.  Well, 
from  the  dates  of  the  vouchers..  From  the  dates  of  the  vouch- 
ers, that  is  all.  This  one  in  August  I  think  might  have  in- 
cluded my — the  matter  that  I  have  knowledge  of,  but  I  am 
not  certain  of  that  even. 
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Q.  Was  a  contribution  made  in  1900  to  the  national  cam- 
paign?   A.  There  was. 

Q.  Of  what  amount?  A.  I  think  that  was — I  think  that 
was  $35,000. 

Q.  In  1896?    A.  In  1896 — you  said  1900  just  now? 

Q.  Yes.  A.  1896,  I  think — I  have  forgotten— I  think  it 
was  $15,000;  it  may  have  been  more,  but  I  don't  recall  it  very 
clearly;  I  know  there  was  a  contribution  made. 

Q.  In  1892?    A.  No. 

Q.  Before  that,  in  1888?  A.  There  was  no  canvass  on;  no 
national  canvass  on  on  those  dates  that  I  am  aware  of. 

Q.  In  1892  no  national  canvass?  A.  The  last  Presidential 
canvass  I  remember. 

Q.  Well,  I  thought  there  was  a  Presidential  canvass  in 
1892?  A.  Well,  whatever  the  dates,  we  made  a  contribution  in 
1896,  1900  and  1904.     Those  are  the  only  three  I  know  of. 

Q.  What  reason  was  there — or  first,  I  will  ask  you  whether 
the  payments  made  last  year,  1904,  was  made  on  your  ap- 
proval?    A.  Yes. 

Q.  What  justification  had  you  for  using  the  money  of  the 
company  for  that  purpose?  A.  The  same  justification  that 
we  thought — that  we  had  on  previous  occasions ;  we  were 
menaced  by  the  St.  Louis  platform  and  we  rather  feared  that 
snake,  no  matter  whether  it  bore  the  head  of  Bryan  or 
Parker,  and  we  thought  it  our  duty  to  scotch  it.  That  was 
the  reason ;  the  same  reason  that  appealed  to  all  business  men, 
that  that  heresy  should  be  killed,  and  they  all  contributed, 
and  we  thought  it  was  our  business  in  behalf  of  our  interests, 
in  the  interests  of  our  policyholders  to  protect  them. 

Q.  Were  you  aware  of  this  contribution  that  was  made  to 
the   Congressional   Committee?    A.  No. 

Q.  Did  you  hear  of  that  at  all?  A.  I  heard  of  that  re- 
cently. 


1760 


Testimony  of  Walter  R.  Gillette 

Q.  How  was  it  possible  that  moneys  of  your  company  could 
be  used  for  that  purpose  without  being  brought  to  your  atten- 
tion ?  A.  Well,  it  doesn't  necessarily — we  don't  always  confer 
with  everyone  in  the  office  before  we  make  these  contribu- 
tions. I  was  not  conferred  with  with  regard  to  that  matter.  I 
don't  know  about  it. 

Q.  Did  you  confer  with  anyone  when  you  made  the  con- 
tributions with  which  you  had  personally  to  do?  A.  Cer- 
tainly. 

Q.  With  whom  did  you  confer?  A.  Conferred  with  the 
president  and  the  vice-president. 

Q.  Mr.  Granniss,  you  mean?  A.  And  some  of  our  execu- 
tives— some  of  the  members  of  our  Board  of  Trustees. 

Q.  Did  you  confer  with  Mr.  Granniss  with  regard  to  making 
the  contribution  last  year?     A.  I  did;  certainly  he  knew  of  it. 

Q.  Did  Mr.  Granniss  know  that  the  contribution  was 
$40,000  ?  A.  I  don't  recall  that.  He  must  have  known  it ;  I 
must  have  told  him.     That  was  no  secret  among  us. 

Q.  Did  he  also  know  of  the  contribution  in  1900?  A.  Did 
he  know  of  it? 

Q.  Yes.  A.  I  presume  he  did,  but  that  is  a  long  time  since ; 
I  can't  go  back  that  far. 

Q.  What  members  of  your  board  of  trustees  were  consulted 
by  you  with  reference  to  that?  A.  I  don't  know  that  I  con- 
sulted with  any  of  them.  I  only  know  that  I  had  the  approval 
of  some  of  them,  of  Mr.  Juilliard,  Mr.  Henderson,  Mr.  Baker, 
and,  I  think,  the  Committee  on  Expenditures. 

Q.  Mr.  Olyphant  ?    A.  Yes ;  I  think — yes,  he  knew  of  it. 

Q.  He  knew  of  it?  A.  I  think  he  did;  yes,  he  must  have 
known  of  it. 

Q.  Why  do  you  say  he  must  have  known  of  it?  A.  Be- 
cause I  just  told  you  out  of  this  $25,000;  he  was  then  chair- 
man of  the  committee. 
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Q.  Well,  when  you  got  money  on  Mr.  Olyphant's  voucher 
did  you  tell  him  what  it  was  for?  A.  I  did;  I  think  I  did. 
I  usually  would  have  told  him  in  such  a  matter  as  that. 

Q.  This  was  given  to  Mr.  Short  to  disburse?     A.  Yes. 

Q.  Did  you  tell  Mr.  Olyphant  any  purpose  of  any  other 
payment  when  he  was  requested  to  draw  moneys  from  the 
cashier?     A.  I  don't  understand  your  question. 

Q.  I  say  did  you  tell  Mr.  Olyphant  the  purpose  of  any 
other  payment  that  was  required  when  you  asked  him  to  get 
money  from  the  cashier  on  his  vouchers?  A.  Only  in  a  general 
way.  I  told  you  before  if  they  were  for  legal  expenses  I 
told  him  that.     That  was  all  I  knew. 

Q.  Now,  what  else  were  any  moneys  obtained  for  from 
Mr.  Olyphant  aside  from  legal  expenses  and  campaign  con- 
tributions?    A.  I   don't  know. 

Q.  Don't  know  of  any?     A.  No. 

Q.  I  find  that  these  vouchers  I  have  mentioned  were  ante- 
dated by  another  under  date  of  June  9,  1903,  for  $25,000, 
signed  by  Robert  Olyphant,  chairman,  and  also  initaled  by 
you?  Do  you  recall  that,  or  anything  about  it?  A.  Explain 
that  to  me.     I  don't  understand  you. 

Q.  I  say  that  another  $25,000,  drawn  under  Mr.  Olyphant's 
signature,  and  the  voucher  is  initialed  by  you.  Do  you  know 
anything .  about  that?  A.  In  connection  with  this?  (Wit- 
ness referring  to  voucher.) 

Q.  Yes;  well,  anything  about  money?  A.  Only  one  $25,000 
on  my  signature.  This  is  the  only  one  voucher  I  know  any- 
thing about. 

Q.  Do  you  know  anything  about  the  purpose  for  which 
the  money  was  obtained?     A.  I  do  not. 

Q.  Can  you  state  approximately  how  much  money  you 
have  paid  over  during  the  last  four  years  to  Mr.  Short  or  to 
anybody  else  upon  a  statement  that  it  was  required  for  legal 
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expenses  without  knowing  what  the  particular  purpose  was? 
A.  I  cannot. 

Q.  Would  it  be  fair  to  say  that  it  was  as  much  in  years 
prior  to  1904  as  it  was  in  1904?  A.  I  don't  think  it  would 
be  fair  to  say  because  I  don't  know  anything  about  it.  I  could 
not  tell  you  unless  I  had  the  figures  before  me. 

Q.  Were  all  such  moneys  drawn  upon  the  vouchers  of  the 
chairman  of  the  committee?     A.  So  far  as  I  know. 

Q.  That  was  the  regular  practice?  A.  For  what?  Excuse 
me,  repeat  your  question. 

Q.  A\'ere  all  such  moneys  as  were  paid  over  in  the  manner 
you  have  described  to  the  general  solicitor  without  knowing 
what  they  were  for  and  independent  of  his  regular  requisi- 
tions paid  or  obtained  upon  vouchers  signed  by  the  chairman 
of  the  committee  on  expenditures?     A.  So  far  as  I  know. 

Q.  I  would  like  to  have  all  the  vouchers  of  the  last  five  years 
signed  by  the  chairman  of  the  committee  of  expenditures  in 
this  manner.  Now,  in  all  cases  of  the  moneys  which  were 
drawn  for  the  legal  department  without  being  first  paid  to 
Mr.  Olyphant  and  turned  over  to  Mr.  Short  were  regular 
accounts  furnished?  A.  They  were  accounts  furnished  from 
the  Law  Department  for  legal  services  which  I  endorsed  be- 
fore checks  were  drawn  for  them. 

Q.  That  is,  there  were  accounts  showing A.  Dis- 
bursements. 

Q.  The  amounts  received  and  amounts  disbursed,  and  what 
they  were  disbursed  for?    A.  Yes. 

Q.  These  vouchers  that  have  been  produced  here  relate  to 
moneys  that  were  treated  in  an  entirely  different  way,  is  that 
so?     A.  In  a  confidential  way. 

Q.  In  a  confidential  way.  Now,  you  realized  the  import- 
ance of  some  officer,  some  responsible  officer  of  your  com- 
pany,  knowing  exactly  what  was   done  with   those   moneys. 
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Did  you  know,  or  perhaps  is  it  the  fact  that  you  didn't  want 
to  know?  A.  Well,  I  don't  let  you  put  that  word  in  my 
mouth,  if  you  will  excuse  me. 

Q.  No,  I  don't  want  to  put  it  in  your  mouth,  if  it  isn't  so. 
A.  We  considered  Mr.  Short  a  very  responsible  officer,  en- 
tirely so,  none  more  so  than  Mr.  Short,  our  general  solicitor, 
and  we  recognized  his  requisitions  for  moneys  as  just  and 
correct  and  proper  upon  all  occasions.  He  was  an  officer, 
virtually,  of  the  company. 

Q.  And  to  sum  it  all  up,  the  confidential  payments  were 
made  confidential  by  the  absence  of  any  special  accounts? 
A.  Well,  that  is  an  appearance  can  be  put  upon  that,  but  they 
were  confidential  matters  treated  in  a  confidential  way,  as  has 
been  described  to  you. 

Q.  And  the  confidence  didn't  extend  beyond  Mr.  Short  him- 
self— even  you  knew  nothing,  Mr.  Granniss,  knew  nothing 
about  the  actual  purposes?  A.  We  knew  they  were  funds 
necessary  to  be  expended  for  the  business  of  the  company, 
confidential  funds,  and  we  had  confidence  and  trusted  in  him, 
as  every  officer  of  the  company  had,  as  every  trustee  of  the 
company  had.     There  was  no  question  made  of  it. 

Q.  Has  any  money  of  the  Mutual  Life  Insurance  Company, 
directly  or  indirectly,  been  expended  for  any  political  cam- 
paign in  any  State?  A.  I  don't  understand  that  question. 
Please  repeat  it. 

Q.  (Question  read  by  the  stenographer.)  A.  No,  not  that 
I  know  of. 

Q.  Or  any  municipal  campaign?    A.  No. 

Q.  Has  there  been  any  contribution  to  any  Congressional 
campaign  committee  other  than  the  one  that  has  been  men- 
tioned?   A.  Not  that  I  am  aware  of. 

Q.  $2,500.  How  largely  do  the  Finance  Committee  of  your 
company  understand  that  there  is  a  discretion  given  to  the 
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executive  officers  in  drawing  money  for  confidential  pur- 
poses ?  A.  I  don't  know  how  largely,  but  I  think  they  under- 
stand it. 

Q.  You  think  Mr.  Juilliard  and  Mr.  Baker  and  Mr.  Hender- 
son are  fully  aware  of  that?    A.  I  think  they  are. 

Q.  When  you  became  general  manager  of  the  company 
was  Mr.  Gillette,  a  general  agent  or  agent  of  the  company, 
your  brother?    A.  No. 

Q.  When  did  he  become  an  agent  ?  A.  I  think  it  was  about 
seven  years  ago. 

Q.  Were  you  familiar  with  the  fact  that  his  contract  con- 
tained any  special  advantages?  A.  I  wasn't  familiar  until  it 
was  drawn  out  the  other  day. 

Q.  Well,  who  had  the  supervision  of  the  making  of  that 
contract?  A.  The  superintendent  of  insurance — the  super- 
intendent of  the  domestic  department. 

Q.  Didn't  you,  as  general  manager,  have  general  charge  of 
that  matter?    A.  No. 

Q.  Were  Chamberlain  &  Gillette's  contracts  brought  to  your 
attention?  A.  I  presume  they  were,  but  I  don't  recall  it. 
Almost  all  those  contracts  were  brought  to  my  attention. 

Q.  Well,  what  did  you  do,  or  upon  what  grounds,  were  the 
contracts  made  with  Chamberlain  &  Gillette  in  the  form  in 
which  it  appears.  A.  I  don't  know  exactly  the  form  in  which 
it  appears.  I  don't  recall  it.  But  it  was  in  the  regular  form 
of  all  the  contracts  which  I  signed;  some  of  one  sort,  and 
some  were  of  another.  They  weren't  all  copies  of  each  other. 
Each  contract — each  agency — each  agency  varies,  but  what 
the  distinct  characteristic  of  their  contract  was  I  don't  recall. 

O.  How  long  has  Mr.  Fields  been  connected  with  your 
company  ?    A.  Oh,  I  don't  know,  a  good  many  years. 

Q.  How  long  has  he  been  connected  with  your  depart- 
ment of  supplies?    A.  I  don't  know.     He  has  been,  I  think — 
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I  can't  recall  exactly,  some  years;  I  don't  know  the  number 
of  years. 

Q.  Ten  years?     A.  Possibly. 

O.  What  is  his  salary?     A.  I  think  it  is  $10,000  a  year. 

Q.  Does  he  now  actively  discharge  the  duties  of  his  office? 
A.  JNot  now. 

Q.  \\'ho  does  actually  discharge  them?     A.  Mr.  Norris. 

O.  What  is  his  salary?  A.  I  think — I  don't  know  exactly. 
I  think  he  gets — I  can't  tell  you  exactly  what. 

Q.  How  long  is  it  since  Mr.  Fields  has  been  active  in  the 
office?  A.  Well,  he  has  been  in  ill  health  for  the  last  two  or 
three  years,  and  he  hasn't  been  very  active  in  the  office.  I 
don't  think  he  has — I  can't  tell  exactly  how  much,  but  he  has 
been  away  a  great  deal  on  account  of  his  health. 

Q.  Who  supervises  the  accounts  of  that  department?  A. 
The    supply    department? 

Q.     Yes.     A.  Mr.  Norris,  or  his  assistants. 

O.  Who  supervises  the  accounts  of  the  department?  What 
officer  of  the  company  is  responsible  for  the  proper  manage- 
ment of  that  department?  A.  I  can't  tell  you  that.  We  are 
all  of  us — those  supplies  are  ordered  by  each  department, 
and  procured  on  their  requisitions,  and  those  requisitions  and 
bills  for  payment  of  the  same  are  usually  signed  by  me  by 
order  of  the  committee  on  expenditures.  In  my  absence  by 
some  other  executive  officer. 

Q.  Where  do  you  obtain,  for  the  most  part,  your  stationery 
and  printing?     A.  Where  do  we  obtain  it? 

O.  Yes.  A.  In  several  quarters — Brewer,  Holden,  Ahrens, 
Lawrence  and  some  others  I  don't  recall  now. 

Q.  I  notice  the  total  of  the  printing  and  stationery  account 
for  the  year  1904  is  $601,101.21.  Can  you  tell  me  what  pro- 
portion of  that  went  to  Mr.  Lawrence?  A.  I  cannot.  The 
vouchers  will  show  that.     I  haven't  those. 
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O.  Or  what  will  show  it?  A.  The  vouchers,  the  requisi- 
tions will  show  that. 

Q.  Have  you  any  idea  as  to  the  proportion?  A.  I  have 
not. 

Q.  That  is  without  stating  it  exactly?     A.  No. 

Q.  You  have  no  notion?     A.  No. 

Q.  Is  it  true,  as  has  been  stated,  that  he  has  the  bulk  of  your 
business  in  that  line?     A.  I  think  he  has. 

O.  And  how  long  has  that  been  so?  A.  I  don't  know  how 
long. 

Q.  Has  it  been  so  for  ten  years  or  more  ?     A.  Possibly. 

Q.  Has  he  an  office  in  your  building?     A.  He  has  a 

Q.  Or  a  store?  A.  His  store  is  in  the  corner  of  our  build- 
ing. 

Q.  Corner  of  Liberty  and  Nassau  Street  ?  A.  Nassau 
Street;  yes,  sir. 

Q.  Does  that  connect  with  the  supply  department?  A.  Yes, 
sir. 

O.  With  Mr.  Fields'  office?    A.  With  his  quarters. 

O.  Is  Mr.  Lawrence's  place  in  the  basement  and  Mr.  Fields' 
above  or  are  they  side  by  side?     A.  Right  on  the  same  level. 

Q.  AVith  a  connecting  door?     A.  Yes. 

Q.  And  as  requisitions  come  from  the  different  depart- 
ments for  supplies  of  this  sort  are  they  taken  by  the  supply 
department,  and  then  unified  so  far  as  possible  into  some 
order  which  may  be  needed  to  meet  the  demands  of  the  various 
departments?     A.  They  are. 

O.  And  Mr.  Norris  is  the  man  who  does  that?  A.  Yes, 
sir. 

O.  Your  orders  for  stationery  are  very  large,  are  they  not? 
A.  Necessarily. 

Q.  Necessarily  very  large.  Do  yon  ever  advertise  for  bids  '^ 
A.   I  don't  Icnow  that  we  do. 
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Q.  Have  you  ever  advertised  for  bids?  A.  I  can't  recall. 
I  don't  know  whether  we  have  or  not. 

Q.  Have  you  ever,  without  advertising,  invited  in  any  way 
competition?     A.  Oh,  yes. 

Q.  In  large  transactions?  A.  That  is  done  by  the  supply 
department.  I  couldn't  give  you  the  details  of  that,  but  we 
get  estimates  for  supplies  through  that  department. 

Q.  And  are  those  estimates  brought  to  the  attention  of  any 
officers  of  the  company  or  does  the  supply  department  deal 
with  the  matter  exclusively?  A.  The  supply  department. 
Mr.  Norris  usually  attends  to  that  matter — Mr.  Norris. 

Q.  So  that  whether  that  supply  department  takes  advan- 
tage of  the  lowest  bid  or  handles  the  matter  properly  would 
not  be  known  to  the  officers  of  the  company  ?  A.  That  would 
be  supposed,  but  not  known. 

Q.  Of  course  you  have  absolute  confidence  in  them  or  they 
would  not  be  employed  by  you?    A.  Certainly. 

Q.  But  apart  from  that  natural  confidence  that  you  have 
in  your  own  employees  and  looking  now  to  the  matter  of 
checks  and  supervision,  is  there  anybody  that  has  the  duty 
of  seeing  that  the  accounts  of  the  supply  department  are 
proper  accounts?  A.  Not  to  my  knowledge;  I  haven't  exer- 
cised that  supervision. 

Q.  And  has  Mr.  Granniss?     A.  I  don't  know. 

Q.  Or  Mr.  McCurdy?    A.  I  don't  know. 

Q.  What  led  me  to  ask  the  question  was  your  remark  a 
few  minutes  ago  that  you  had  had  the  checking,  I  think,  of 
the  bills  of  this  department.  Just  what  did  you  do  in  con- 
nection with  that?  A.  I  looked  over  these  bills,  and  if  they 
were  ordinary  bills,  such  as  I  was  familiar  with,  I  checked 
them  and  let  them  go  on.  If  I  saw  anything  unusual,  some- 
thing that  I  hadn't  seen  before,  or  anything  that  seemed  un- 
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usual,  I  would  call  the  attention  of  the  party  who  asked  the 
supply. 

Q.  Well,  after  the  requisition  had  been  made  by  the  de- 
partment and  the  matter  had  reached  the  supply  department 
that  the  question  came  to  the  filling  of  the  orders,  did  you 
have  anything  to  do  with  that?    A.  Filling  the  orders,  no. 

Q.  I  mean  with  supervising  or  checking  any  bills  that  the 
supply  department  incurred  ?  A.  If  the  supply  department  re- 
ceived a  requisition  which  it  thought  exorbitant  or  unusual 
it  was  usually  brought  to  me. 

Q.  Yes,  I  understand  that,  but  I  am  now  talking  about  the 
contracts  made  by  the  supply  department  with  printers  and 
the  amounts  paid  out  upon  the  requisition  of  the  supply  de- 
partment?   A.  I  never  saw  those. 

Q.  You  had  nothing  to  do  with  that  ?     No. 

Q.  Does  the  advertising  come  under  your  supervision  at 
all?    A.  No,  except  to  check  the  bill  of  the  advertising  clerk. 

Q.  Who  is  the  advertising  clerk?    A.  Mr.  Sullivan. 

Q.  What  Sullivan?  What  is  his  name?  A.  I  don't  know 
whether  it  is  John  L.  or  W.  J.     I  don't  know  what  his  name  is. 

MR.  ROBERT  H.  McCURDY :     Walter  S.,  I  think  it  is. 

Q.  Walter  S.  Sullivan.  What  are  his  duties  ?  A.  He  is  our 
advertising  agent  for  magazine  work  and  some  newspaper 
work,  I  think. 

Q.  Does  he  stand  in  the  same  relation  to  you  with  refer- 
ence to  advertising  as  Mr.  Fields  or  the  vice  head  of  the  supply 
department  does  as  to  printing  and  stationery?  A.  He  ar- 
ranges for  the  advertising,  and  that  is  all  he  does,  and  we  pay 
the  bills. 

Q.  And  the  bills  are  brought  to  you  ?  A.  And  checked  by  me 
before  they  are  paid. 
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Q.  And  checked  by  you  so  you  know  what  amount  is  ex- 
pended for  advertising?  A.  Well,  I  don't  carry  it  in  my 
head.     Everything  is  on  record. 

Q.  That  is,  at  the  time,  I  mean. 

MR.  HUGHES :  I  desire  to  read  upon  the  record  from  the 
general  ledger  of  the  company,  which  has  been  produced,  cer- 
tain items  of  expenses  which  have  been  incurred  for  a  series 
of  years.  I  will  read  in  the  totals  of  the  expense  account 
of  the  different'headings  as  they  appear  for  a  series  of  years, 
beginning  with  1898,  reading  for  each  year  the  items  appearing 
under  the  accounts  described; 

1898 — Expense,  freight  and  dut}^ $28,017.71 

Exchange 48,566.54 

Postage,  telegi-aph  and  telephone 130,092.82 

State  insurance  taxes 11,796.34 

Advertising      229,605 .80 

Aledical 331,048.24 

Law    266,403 .  95 

Medical  revision    96,563.37 

A\'-ar  revenue  tax       30,209.09 

Printing  and  stationery 473,523.84 

State  insurance  examination 50,142.28 

Traveling    270,518.21 

Sundries    450,583 .  84 

Agencies    ■  871,900.74 

Pensions    1,875.00 

Salaries    690,972.61 

Total        $4,381,822 .42 
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1899 — Expense,  freight  and  duty $30,224.26 

Exchange    21,112.72 

Postage,  telegraph  and  telephone 139,504.24 

State  insurance  taxes 421,018.47 

Advertising    251,751 .84 

Medical    387,932 .  22 

Law    286,048 .  74 

Medical  revision   93-850 .  19 

War  revenue  tax 113,109.75 

Printing  and  stationery 581,783.21 

State  insurance  examinations 17,859.36 

Traveling    317,116.20 

Sundries    484,131 .  76 

Agencies    981,154.78 

Pensions    1,800.00 

Salaries    686,245 .  32 

Total    $4,814,643 .06 
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1900 — Expense,  freight  and  duty $33,890.93 

Exchange    21,962.66 

Postage,  telegraph  and  telephone 141,869.27 

State   insurance  taxes 467,247. 15 

Advertising    247,349 .  75 

Medical    445,88i .  30 

Law    304,756.85 

Medical  revision   113,987.56 

War  revenue  tax 104,162.95 

Printing  and  stationery 591,202.97 

State  insurance  examinations 

Traveling    325,264.09 

Sundries    573.054-57 

Agency    1,005,509.73 

Pensions    1,800.00 

Salaries    707,729 .  90 

Total    $5,085,762.70 
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1901 — Expense,  freight  and  duty $29,386.63 

Exchange    6,762 .  yy 

Postage,  telegraph  and  telephone 152,174.57 

State  insurance  taxes 53,431 .22 

Advertising    215,882.77 

Medical    483,342.55 

Law    243,516.78 

Medical    revision    156,664.99 

War  revenue  tax 57.691 .05 

Printing  and  stationery 5i9.7SO-30 

State  insurance  examinations 690.55. 

Traveling    202,839.72= 

Sundries    423,682 .  07- 

Agency    1,006,266 .  28- 

Pensions    5.737-50' 

Salaries    765,801 .21; 


Total    $4,800,610.96 
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1902 — Expense,  freight  and  duty $30,702. 10 

Exchange    39,752. 14 

Postage,  telegraph  and  telephone 162,694.34 

i;            State  insurance  taxes 688,049.85 

Advertising    696,486.95 

Medical     521,191 .04 

'            Law    215,989.64 

Medical  revision   204,178. 14 

War  revenue  tax 

Printing  and  stationery 627,984.23 

State  insurance  examinations 9,480. 12 

Traveling    237,103.83 

Sundries    321,307.32 

Agency    938,814.76 

Employees  and  pensions 14,250.00 

Salaries    841 ,382 .  72 

Rent    418,532.03 

Total    $5,478,939.21 


1774 


Testimony  of  Walter  R.  Gillette 


1903 — Expense,  freight  and  duty $42,271 .66 

Exchange    28,505 .  13 

International  Congress  of  actuaries 5,818.07 

Postage,  telephone  and  telegraph 182,709.05 

Committee  fees   35,780.00 

State  insurance  taxes 746,743 .  75 

Office  furniture   156,440.24 

Advertising    333,088.21 

Luncheons    74,994.90 

Medical    573.337-OJi 

Office  repairs  and  expenses 39,424.05 

LaAV    347,003 .81 

Rents      544,814.72 

Medical  revision   215,574.85 

War  revenue  taxes 

Printing  and  stationery 680,849.35 

State  insurance  examinations 20,661.54 

Traveling    238,028 .  42 

Sundries    7,988 . 1 1 

Agency    1,493,433.98 

Employees,  in  reserve 14,260.77 

Salaries      939.655 .  82 

Total       $6,721,383.44 
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1904 — Expense,  freight  and  duties $42,648.92 

Exchange    57,866.60 

International  Congress  of  Actuaries 842.97 

Postage^  telegraph  and  telephone 203,935 .  53 

Committee  fees   36,000.00 

Taxes    809,589 .  02 

Office  furniture   152,077.48 

Advertising    329,797.02 

Luncheons    72,861 .  19 

Medical    674,675.68 

Office  repairs  and  expenses 24,794.44 

Law    364,254.9s 

^ent    582,032.47 

Medical  revision 171,184. 56 

Printing  and  stationery 601,101 .21 

State  insurance  examination 375-00 

Traveling    243,828. 11 

Sundries    5,482.77 

Agencies    1,804,128.90 

Employees  in  reserve  19,281 .  29 

Salaries    1,002,720. 10 

Total    $7,199,530.25 
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Q.  Will  you  state  what  particular  account  from  the  sup- 
plies and  advertising  and  legal  expenses,  came  under  your 
notice,  Mr.  Gillette?     A.  Where  did  you  get  these  items? 

Q.  I  got  these  items  from  these  totals  along  here.  You 
can  tell,  I  suppose  from  the  headings?  A.  Telegraph  and 
postage,  taxes  from  time  to  time,  not  always,  advertising,  med- 
ical, law,  medical  revisions,  printing  and  stationery,  travel- 
ing.    That  is  all. 

Q.  Then  you  have  very  largely  to  deal  with  accounts  of 
the  company?  A.  Simply  to  revise — vise  them  and  order  their 
payment. 

Q.  Well,  do  the  Board  of  Trustees  look  to  you  to  see  that 
the  accounts  are  kept  correctly  under  these  departments? 
A.  No. 

Q.  What  do  they  expect  of  you?  A.  They  expect  me  to  do 
just  what  I  am  detailed  to  do,  to  check  these  bills  when  they 
are  required  to  be  paid. 

Q.  To  see  that  the  amounts  paid  out  correspond  with  the 
bills  that  come  in?    A.  Yes. 

Q.  But  as  to  the  propriety  of  the  payments,  apart  from 
their  accuracy  in  amount,  have  you  anything  to  do  with  them  ? 
A.  The  propriety  is  left  entirely  to  the  head  of  the  depart- 
ment. 

Q.  And  does  anyone  look  after  the  head  of  the  depart- 
ment? A.  He  does  in  a  general  way.  We  all  do.  If  there 
is  anything  unusual  it  is  called  to  our  attention  and  ex- 
plained. 

Q.  I  find  this  item  in  the  account  under  the  heading  of 
luncheon  last  year,  $72,861.19.  To  whom  does  that  apply?  A. 
That  applies  to  the  clerical  force.  We  feed  all  our  employees 
— at  luncheon. 

Q.  And  formerly,  before  this  account  was  established,  that 
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went  to  sundries;  that  has  been  a  practice  for  some  years^ 
has  it?     A.  I   don't  know  that. 

Q.  I  notice  this  luncheon  account  was  only  opened  about 
two  years  ago.  A.  I  don't  know  whether  it  includes  luncheons- 
or  not. 

Q.  You  mean  you  don't  know  how  it  was  treated  before- 
that,  and  what  account  it  went  to?     A.  No. 

Q.  I  notice -an  item,  "Committee  fees,"  for  example,  last 
year,  $36,000.  Members  of  what  committees  receive  fees? 
A.  All  the  standing  committees  and  sub-committees. 

O.  Do  the  ex-officio  members  of  the  committees  receive- 
fees?     A.  Not   a    dollar. 

O.  Merely  paid  to  those  who  were  not  officers  of  the  com- 
pany? A.  No  officer  of  the  company  receives  a  dollar,  and' 
never  has  so  far  as  I  know. 

Q.  This  item,  rent  last  year,  $582,032.47,  applies  to  what? 
A.  That  item  I  have  not  had  anything  to  do  with.  Did  I  say 
that  I  had? 

Q.  No,  but  that  is  the  reason  I  was  asking.  You  do  not 
know  anything  about  it?     A.  No. 

Q.  Were  those  items  in  sundries  before?  I  see  the  sundry 
account  has  fallen  off  and  the  items  increased — perhaps  the 
bookkeeper  could  tell  that  better  than  you?     A.  Yes. 

Q.  What  is  meant  by  employees  in  reserve?  A.  That  is 
a  class  of  men  who  have  been  in  our  service  for  many  years 
and  are  incapacitated  by  age  from  active  service.  We  put 
them  in  reserve  and  pay  them  half  of  their  salary,  if  they  have 
been  with  us  a  certain  number  of  years,  and  use  them  from- 
time  to  time  as  occasion  may  require. 

O.  Who  are  on  the  pension  or  reserve  roll  at  present?  A. 
The  names  of  them? 

Q.  Yes.  A.  Let  me  see,  I  , cannot  think  of  them.     There  is 
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only  a  very  iew ;  I  cannot  recall  those,  but  we  can  let  you 
have  those  if  you  want  them.     About  half  a  dozen  I  think. 

O.  Recurring  now  to  the  legal  expenses,  you  will  notice 
that  at  the  end  of  1901,  they  amounted  to  only  $243,000,  and 
at  the  end  of  iy02  to  $215,000  or  $216,000,  and  at  the  end  of 
1903  they  amounted  to  $357,000.  Can  you  explain  why  your 
legal  expenses  should  have  been  $130,000  more  in  1903  than 
in  1902  ?  A.  Simply  from  the  natural  growth  of  the  business. 
Our  business  is  increasing,  you  know,  constantly,  and  our 
legal  requirements  are  relatively  and  proportionately  in- 
creasing. 

O.  Did  your  business  grow  much  more  between  1902  and 
1903  than  it  did  between  1901  and  1902?  A.  I  cannot  tell 
you  that  exactly  in  figures,  but  we  have  been  progressing 
gradually  for  years. 

0.  Yes.  I  notice  that  the  legal  expenses  were  less  in  1902 
than  they  were  in  1901  by  some  $30,000,  being  $243,000  at 
the  end  of  1901  and  $215,000  at  the  end  of  1902,  so  the  growth 
•of  3rour  business  during  that  year — I  suppose  it  did  grow — did 
not  increase  your  legal  expenses  ?  A.  There  might  have  been 
some  individual  cases  of  litigation  in  one  year  that  did  not  ap- 
pear in  another. 

Q.  Exactly.  A.  The  Law  Department  can  give  you  those 
details.  I  don't  know  about  them  specifically,  only  in  a 
general  way.  Some  years  we  have  more  lawyers  to  deal  with 
than  others. 

O.  Now,  in  the  last  two  years,  your  legal  expenses  have 
been  larger,  by  a  very  large  amount,  in  the  neighborhood  of 
one  hundred  thousand  dollars  or  more,  than  ever  before, 
have  they  not?     A.  I  think  they  have,  j^es. 

Q.  Has  that  occasioned  inquiry  and  examination  on  your 
part?  A.  Only  in  a  general  way.  I  know  we  had  some  ex- 
pensive litigation  in  the  settlement  of  some  heavy  frauds  that 
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were  perpetrated  upon  the  company,  especially  the  Blair 
case,  in  Missouri,  and  there  were  two  or  three  instances  of 
that  nature,  and  then  I  think  we  had  some  pretty  expensive 
litigation  in  Wisconsin  regarding  the  high  taxation,  but  I 
have  forgotten  what  it  was,  but  it  was  last  year  we  had  con- 
siderable difficulty  there  with  the  authorities  regarding  what 
is  called  the  surplus.  That  involved  us  in  a  great  deal  of 
expense.  But  all  those  items  are  not  clear  in  my  head,  Mr. 
Hughes.  I  think  they  can  be  satisfactorily  explained  by  the 
proper   department. 

Q.  I  notice  that  in  1900  the  law  expenses  amounted  to 
$304,000,  and  they  fell  in  1901  to  $243,000,  and  then  to  $215,- 
000,  or  $216,000,  and  then  they  rose  to  $347,000,  and  last  year 
to  $364,000.     A.  Yes. 

Q.  Is  there  any  explanation  whatever?  A.  Except  as  a 
lawyer  you  know  that  these  accidental  cases  may  cause  one 
year  a  large  expense  in  defending  and  other  years  we  have 
not  so  many  frauds  perpetrated. 

Q.  I  suppose  that  would  likely  be  true  in  other  companies 
as  well?  A.  Well,  probably,  but  possibly  not.  They  might 
escape  it. 

Q.  Have  you  made  any  comparison  of  your  report  of  legal 
expenses  for  these  years  with  those  of  other  large  companies? 
A.  No,  I  have  not. 

Q.  Would  not  you  deem  it  to  be  your  duty  to  ascertain 
whether  the  moneys  of  your  company  were  being  expended 
conservatively  by  the  Legal  Department?  A.  I  have  no 
doubt  of  it,  or  I  should  have  questioned  it. 

Q.  Would  not  you  be  in  doubt  of  it  if  you  found  that  your 
legal  expenses  were  one  hundred  thousand  dollars  more  than 
any  other  company  in  the  country?  A.  No,  we  do  not  know 
how  they  conduct  their  business. 

Q.  Would  not  you  like  to  find  out  how  they-  reduced  their 
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expenses  one  hundred  thousand  dollars?  A.  We  have  never 
acted  in  co-operation  with  any  other  company  in  the  trans- 
action of  our  business  that  we  are  aware  of. 

Q.  Except,  of  course,  in  the  matters  of  which  Mr.  Thummel 
testified  to?     A.  Yes,  in  the  matter  of  legal  defense. 

Q.  What  are  these  items  under  the  head  of  agency?  DO' 
you  know  what  those  relate  to,  one  million  dollars  and  so 
forth,   does   that  include   commissions?     A.  I   fancy  not. 

Q.  Not  commissions?  A.  No,  I  think  that  is  the  commis- 
sion account  (after  consultation  with  Mr.  Gretsinger). 

Q.  The  question  is,  what  are  these  items  under  the  head  of 
agency?  A.  That  is  salaries  for  managers,  rental  for  offices 
and  clerk  hire. 

THE  CHAIRMAN :  You  are  getting  the  record  confused, 
and  the  stenographer  is  not  able  to  tell  what  the  answer 
should  be. 

Q.  The  question  is  what  items  are  embraced  under  the  head 
of  agency,  and  I  understand  the  witness  to  state  that  those  are 
expenses  of  branch  offices,  salaries  of  clerk  hire  of  agencies,  inci- 
dental expenses  of  the  agencies  that  are  not  classified  in  these 
other  headings.  Will  you  adopt  that  answer,  is  that  true? 
A.  Yes. 

Q.  Now,  you  will  notice.  Dr.  Gillette,  that  the  expenses  of 
the  company  which  amounted  in  the  aggregate  so  far  as  the 
expense  account  is  concerned  to  $5,478,939-21  at  the  end  of  1902, 
and  to  $6,721,383.44  at  the  end  of  1903,  and  $7,199,530.25  in  1904, 
show  a  very  large  increase.  What  have  you  done,  as  an  officer 
of  the  company,  to  reduce,  if  anything',  the  cost  of  insurance  for 
the  expenses  of  your  company?  A.  Only  what  I  have  described 
to  you.  I  have  had  nothing  to  do  with  the  agency  management,, 
where,  perhaps,  some  of  this  expense  occurs.    All  I  have  done  is, 
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as  I  have  described  to  }'ou  heretofore,  passed  upon  bills  that  I 
thought  were  correct,  and  cjuestioned  those  that  I  thought  were 
unusual,  and  that  I  did  not  understand. 

O.  Have  you  done  anything  with  regard  to  the  reduction 
of  salaries?    A.  No. 

Q.  Has  such  question  been  raised  among  the  officers  of  the 
company  ?    A.  Not  that  I  am  aware  of. 

Q.  Did  the  Finance  Committee  pass  upon  the  increases  of 
salaries  that  have  been  made  as  testified  to  on  Friday  ?  A.  I  think 
the}'  have.  There  is  a  committee  on  salaries  of  the  Finance 
Committee. 

Q.  Oh,  there  is  a  sub-committee  on  salaries?    A.  Yes. 

(J.  Who  are  the  members  of  that  sub-committee?  A.  'Mr. 
Baker,  Mr.  Juilliard,  and  Mr.  George  G.  Havens. 

O.  Does  the  committee  on  salaries  fix  the  salaries  of  the  execu- 
tive officers?     A.  It  does. 

(j.  And  docs  the  committee  on  salaries  report  to  the  full  com- 
mittee of  Finance?  A.  I  don't  know  whether  they  do  in  a  formal 
wa}-.  I  think  it  is  known  to  the  Finance  Committee,  but  whether 
they  make  a  detailed  and  specific  report  I  do  not  know,  I  do  not 
think  the}-  do.  *I  think  the}-  are  appointed  with  power. 

O.  Appointed  with  power  to  fix  the  salaries?  A.  I  think  so. 
I  am  not  familiar  with 

Q.  Does  the  matter  of  salaries  come  before  the  Board  of  Direc- 
tors at  all?    A.  The  Board  of  Trustees,  you  mean? 

Q.  Or  trustees,  yes.     A.  Only  through  that  committee. 

O.  Does  it  come  through  that  committee  to  the  Board?  A. 
Through  the  sub-committee  on  salaries. 

O.  I  mean  does  the  Finance  Committee,  through  the  sub- 
committee, or  otherwise,  bring  the  matter  of  the  increase  of  salary 
before  the  Board  of  Trustees  ?    A.  Not  to  my  recollection. 

Q.  So  that  the  salaries  that  have  been  proved  here  are  fixed 
yearly   by   the   sub-committee    without   anv   ratification   of  their 
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action  by  the  Board  of  Directors  or  Trustees?     A.  I  think  that 

matter .     I  do  not  think  they  report  their  action  to  the  full 

Board,  I  do  not  think  they  do,  I  do  not  recall  it. 

O.  That  probably  can  be  answered  later.  Are  those  matters 
discussed  in  the  full  Board?     (Witness  shakes  his  head.) 

Q..  You  are  aware,  of  course,  that  salaries  have  to  be  fixed 
annually  under  the  law.     A.  By-law — yes. 

Q.  Well,  under  the  law  of  this  State,  I  believe.  Is  the  matter 
taken  up  annually  by  the  sub-committee?  A.  The  sub-committee 
meets  every  year. 

Q.  Once  a  year?    A.  About  the  first  of  the  year. 

Q.  And  fixes  the  salaries  for  the  year?  A.  I  don't  know 
whether  they  meet  subsequently  or  whether  they  ratify  the  sal- 
aries of  the  year  previous,  or  not.    I  do  not  think  they  do, 

Q.  No,  not  of  the  year  previous,  but  do  they  fix  them  for  the 
ensuing  year?  A.  I  don't  know  whether  they  enact  them  or  not, 
by  a  vote  or  by  consideration.  I  do  not  know  because  I  am  not 
a  member,  and  have  not  attended  that  committee's  meetings,  ' 

Q.  You  do  not  know  what  minutes  they  keep?  A.  No.  I 
assume  they  do  what  they  are  legally  required  to. 

Q.  Was  the  matter  of  the  increase  of  the  president's  salary 
three  years  ago,  in  any  way  brought  to  your  attention?  A.  No, 
I  was  not  on  that  committee. 

Q.  Has  it  been  brought  to  your  attention  since?  A.  Why,  I 
have  known  of  it. 

Q.You  have  known  of  it?  A.  Certainly. 

Q.  Did  you  have  to  do  with  this  office  furniture  account? 
A.  No. 

Q.  Do  you   know  anything  about  it?  A.  No. 

Q.  Who  had  charge  of  that?  A.  I  don't  think — that  is  in 
the  Real  Estate  Department.     I  don't  know. 

Q.  What  officer  of  your  company  would  deal  with  such  matters 
in  the  same  way  that  you  dealt  with  advertising,  for  example? 
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A.  I  am  not  certain,  but  I  think  that  is  in  the  Real  Estate  Depart- 
ment, and  perhaps  Mr.  Granniss,  who  has  charge  of  the  real  estate 
matters 

Q.  Mr.  Granniss  has  special  charge  of  those  matters?  A. 
Whether  he  has  of  this  I  do  not  know. 

y.  What  particular  departments,  Dr.  Gillette,  do  you  take 
•charge  of,  beside  looking'  after  these  account?  A.  I  have  not  any 
special  duties.    My  duties  are  general. 

Q.  Whatever  the  president  requests  you  to  do?  A.  Whatever 
■comes  handy  with  me  as  an  ofificer. 

Q.  Is  that  the  same  as  Mr.  Granniss?  A.  That  is  the  same 
as  Mr.  Granniss. 

Q.  Who  is  the  one  more  directly  in  charge  of  the  Real  Estate 
Department.  Is  there  a  head  of  that  department?  A.  There  is 
a  Real  Estate  Committee  on  the  Board  of  Trustees. 

Q.  Who  is  the  executive  or  managing  head  of  the  Real  Estate 
Department?    A.  The  comptroller  is  the  head. 

Q.  The  comptroller  of  the  company?  A.  Yes,  Mr.  Rich- 
ards. 

Q.  Have  you  had  anything  to  do  with  that  at  all?    A.  No. 

Q.  Or  with  this  matter  of  obtaining  furniture?    A.  No. 

Q.  Before  you  leave  will  you  state  whether  you  have  heard 
from  anyone  of  any  contributions  by  your  company  to  any 
political  campaign  other  than  those  you  have  mentioned?  A.  I 
have  not. 

MR.  HUGHES:  That  is  all.  I  should  like  to  have  Mr. 
J^ields  here  to-day. 

MR.  BECK:  Have  you  finished  with  the  witness,  Mr. 
Tlughes  ? 

MR.  HUGHES :     For  the  time  being. 
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MR.  BECK:  Are  you  going  to  resume  his  examination 
this  afternoon? 

MR.  HUGHES :     I  do  not  expect  to. 

MR.  BECK:  May  I  ask  a  question,  or  ask  it  through 
you? 

MR.  HUGHES:    Yes. 

MR.  BECK:  I  want  to  ask  the  witness,  in  view  of  cer- 
tain intimations  which  have  appeared  through  the  public 
press,  whether  he  or  any  officer  of  the  Mutual  Life  Insurance 
Company,  to  his  knowledge,  have  had  any  interest  in  the 
business  of  Mr.  Lawrence  or  derived  any  profit  direct  or 
indirect? 

THE  WITNESS:     Never. 

MR.  HUGHES :  That  business  will  receive  a  thorough  ex- 
amination. 

MR.  BECK :  I  also  want,  Mr.  Hughes,  to  call  your  atten- 
tion to  what  I  thought  was  a  misapprehension.  The  salaries 
of  the  Mutual  Life  Insurance  Company  are  terminable  at 
pleasure,  none  of  them  extend  over  the  year,  and  as  a  matter 
of  fact  there  is  no  law  which  requires  that  they  shall  be 
annually  fixed,  but  as  a  matter  of  fact  all  are  terminable  to- 
morrow if  the  corporation  so  elects. 

MR.  HUGHES:  We  shall  examine  that  fully.  Will  you 
have  Mr.  Fields  here  this  afternoon? 
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MR.  BECK :  If  you  want  Mr.  Fields  you  can  subpoena  him^ 
Mr.  Hughes. 

MR.  HUGHES :  I  understood  as  an  officer  of  the  company 
you  were  ready  to  produce  anyone  whom  we  desired.  Is  not 
that  the  fact?     I  have  been  relying  upon  that. 

MR.  BECK:  You  furnished  us  with  a  Hst  of  officers  you 
wanted  us  to  produce.  We  have  not  only  produced  them  but 
all  other  information  in  our  power.  As  to  Mr.  Fields,  Mr. 
Fields  is  not  in  the  city.  He  is  in  very  ill-health,  as  one  wit- 
ness has  already  testified  from  the  stand,  and  as  we  can  abun- 
dantly sustain  by  other  expert  testimony,  if  you  desire.  As 
to  Mr.  Fields,  if  you  disregard  the  question  of  his  health,  we 
remit  you  to  your  legal  remedies.    'Subpoena  him. 

MR.  HUGHES :  I  understood  at  the  outset,  and  it  is  fair 
to  the  Committee  to  state,  that  when  we  sent  over  the  sub- 
poenas to  the  Mutual  Life  Insurance  Company,  we  were 
informed,  as  I  am  advised,  that  they  would  be  very  glad  to 
waive  the  service  of  subpoenas  and  produce  anyone  connected 
with  their  company  upon  request,  and  I  am  also  informed  that 
the  secretary  wrote  a  letter  to  that  efifect.  That  is  before  the 
letter  that  you  hold  in  your  hand. 

MR.  BECK:  I  know,  but  after  you  had  made  a  general 
request  you  wrote  us  a  letter,  or  rather  we  wrote  you  a 
letter,  in  which  certain  specific  names  were  mentioned.  All 
of  them  are  ready  to  be  produced,  and  many  of  them  have 
been. 

THE  CHAIRMAN:  Well,  gentlemen,  allow  me  to  sug- 
gest that  this  is  a  matter  for  adjustment  between  yourselves. 
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MR.    HUGHES:     Undoubtedly. 

THE  CHAIRMAN:  And  the  Committee  has  power  to 
subpoena  the  witness  if  he  is  not  produced  upon  request,  and 
we  will  adopt  what  course  we  are  advised  upon  that  point. 

MR.  HUGHES :  Certainly.  I  merely  desired  to  say  when 
we  did  send  over  subpoenas  I  am  informed  we  received  a 
general  letter  offering  to  produce  any  person  connected  with 
the  company  and  after  we  inquired  and  found  certain  indi- 
viduals were  out  of  town  at  the  time  and  coming  back  natur- 
ally at  the  close  of  the  vacation  season,  and  certain  gentlemen 
that  we  desired  at  once  were  here,  that  we  desired  to  have 
attend,  we  asked  information  as  to  when  certain  other  people 
could  appear.  If  Mr.  Fields  does  not  fall  within  the  class 
mentioned  and  we  desire  to  have  him  appear,  of  course  we 
understand  that  if  we  want  the  attendance  of  any  witness 
we  have  the  right  to  subpoena  him,  and  you  are  obliged  to 
comply  with  the  subpoena,  if  not  with  that  request. 

THE  CHAIRMAN:     Is  that  all  for  the  morning  session? 

MR.  HUGHES:     Yes. 

THE  CHAIRMAN :  Before  announcing  the  noon  recess,  it 
is  only  to  proper  to  say  that  a  noon  dispatch  advises  that  the 
Speaker's  condition  has  changed  for  the  worse  and  that  his 
life  seems  to  be  ebbing  away  slowly.  If  Mr.  Nixon  should 
not  survive,  an  adjournment  of  the  work  of  this  Committee 
would  be  necessary.  If  that  should  occur  during  the  noon 
recess  or  at  any  other  time  it  will  necessarily  interrupt  the 
work  of  the  Committee  and  the  sessions  of  the  Committee  for 
the  few  days  that  will  be  occasioned.  The  Committee  will 
now  take  a  recess  until  2.15  o'clock. 
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MR.  HUGHES:     Mr.  Richard  A.  McCurdy. 

RICHARD  A.  McCURDY,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  McCurdy,  what  is  your  age?  A.  I  will  be  71  in 
January. 

Q.  You  are  the  president  of  the  Mutual  Life  Insurance 
Company?     A.  I  am. 

Q.  Are  you  also  a  member  of  the  Bar  of  this  State?     A.  It- 
is  forty  years  since  I  opened  a  law  book,  or  more,  but  I  pre- 
sume I  still  am. 

Q.  When  were  you  admitted  to  the  bar?  A.  I  think  about 
the  year  1856. 

Q.  How  long  did  you  practice  law?  A.  For  about  nine 
years,  if  I  recollect  rightly. 

Q.  When  did  you  first  go  into  the  insurance  business? 
A.  Well,  I  got  into  that  quite  accidentally.  I  was  elected 
attorney  to  the  Mutual  Life  Insurance  Company  in  i860,  and 
continued  as  such  for  about  five  years,  and  then  there  was  a 
contingency  arose  in  the  affairs  of  the  company  and  I  was 
asked  by  the  president  at  that  time  if  I  would  accept  election 
as  vice-president  temporarily  until  the  Board  could  look 
around  and  find  a  person  to  fill  the  position  permanently.  I 
said  I  would  do  so  simply  to  oblige,  and  with  no  intention  at 
that  time  whatever  of  leaving  my  profession;  but  I  got  the 
halter  around  my  neck  and  I  never  could  break  it. 
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Q.  Then  you  were  vice-president  of  the  Mutual  Life  Associ- 
ation for  a  long  number  of  years?  A.  For  twenty  years,  a 
little  over  twenty  years. 

Q.  Were  you  connected  with  any  other  insurance  company? 
A.  Yes,  I  was,  for  a  while. 

Q.  What  company  was  that  ?  A.  It  was  called  the  Widows' 
and  Orphans'  Benefit  Life  Insurance   Company. 

Q.  What  was  your  connection  with  that  company?  I  was 
counsel,  and  subsequently,  when  the  company  was  wound  up, 
I  assisted  at  the  interment,  I  suppose. 

Q.  Who  was  the  president  of  the  Widows'  and  Orphans' 
Company?  A.  The  first  president  was  the  Hon.  Lucius  Robi- 
inson,  who  had  been  Governor  of  the  State  of  New  York,  and 
upon  his  leaving  the  Gubernatorial  office  he  accepted  the 
presidency  of  that  company.  He  continued  so  for  some  three 
or  four  years  and  then  when  his  health  gave  way  he  returned 
to  Elmira,  and  the  then  secretary  of  the  company,  who  was 
Mr.  Charles  H.  Raymond,  was  elected  to  the  presidency. 

Q.  How  long  was  Charles  H.  Raymond  the  president  of 
the  company?  A.  Well,  the  company  went  out  of  existence 
I  think,  along  in  1871,  about  that  time,  perhaps  1872,  and 
Mr.  Raymond  was  president  of  the  company  as  long  as  it — 
from  the  time  of  his  election,  I  have  forgotten  the  date  of  it, 
until  it  went  out  of  business. 

Q.  Did  that  company  have  any  relation  to  the  Mutual  Life 
Insurance  Company  at  any  time?    A.  No,  not  directly. 

Q.  Was  there  any  indirect  connection  or  business  between 
them?  A.  The  only  indirect  connection  was  the  fact  that 
some  of  the  directors,  I  think,  were  directors  in  that  com- 
pany and  the  actuary  of  the  Mutual  Life,  at  that  time  Mr. 
Shepard  Homans,  who  is  no  longer  living,  he  was  the  con- 
sulting actuary  of  the  Widows'  and  Orphans'.     There  was  no 
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corporate  connection  of  any  kind,  no  investment  in  its  stock, 
or  any  tie  of  that  nature. 

O.  When  Charles  H.  Raymond  no  longer  acted  as  chair- 
man of  the  W^idows'  and  Orphans'  did  he  become  connected 
with  the  Mutual  Life  Insurance  Company  in  any  way?  A.  I 
don't  know  how  long  the  interval  was,  l3ut  I  think  Mr.  Ray- 
mond was  appointed  general  agent  of  New  York  for  the 
Metropolitan  District  in  about  1883.  There  was  some  in- 
terval, I  believe,  between  his  leaving  the  affairs  of  the  AVidows' 
and  Orphans'  and  going  into  the  service  of  the  Mutual. 

Q.  Mr.  Raymond's  first  partner  was  a  Mr.  Little  in  the 
general  agency  for  the  Mutual  Life  in  the  Metropolitan  Dis- 
trict, was  he  not?  A.  I  am  trying — there  is  no  doubt  about 
the  fact,  but  I  am  trying  to  fix  the  date.  His  first  partner 
in  the  service  of  the  Mutual  Life  was  Mr.  Little,  yes. 

Q.  Had  Mr.  Raymond  had  the  general  agency  of  the  Mutual 
Life  before  he  took  Mr.  Little  into  partnership?     A.  No. 

Q.  What,  if  any,  relationship  was  there  between  you  and 
Mr.  Little?     A.  Mr.  Little  was  my  wife's  brother. 

Q.  And  how  long  did  that  partnership  between  Mr.  Ray- 
mond and  Mr.  Little  continue?  A.  You  have  got  it  wrong 
end  foremost,  if  you  will  excuse  me  for  saying  so.  Mr.  Ray- 
mond became  the  partner  of  Mr.  Little  at  the  time  when  Mr. 
Little  was  the  general  agent  of  the  Mutual  Life  Insurance  Com- 
pany, the  firm  being  previously  Rhodes  &  Little,  and  Mr. 
Rhodes  having  died,  or  something  of  that  kind,  I  have  for- 
gotten now,  when  Mr.  Little  took  Mr.  Raymond  into  partner- 
ship with  him. 

Q.  Mr.  Little  is  dead,  is  he  not?    A.  He  died— he  died  some  , 
years  ago. 

Q.  How  long  did  the  partnership  between  Mr.  Little  and 
Mr.  Raymond  continue?  A.  Well,  I  really  don't  think  I 
could  answer  that  without  referring  to  memoranda.     Oh,  I 
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should  say,  possibly  ten  years,  but  that  is  subject  to  correc- 
tion. I  ^^■ill  refresh  my  memory  if  you  desire  to  press  the 
subject  further. 

Q.  Who  succeeded  Mr.  Little  as  Mr.  Raymond's  partner? 
A.  After  an  interval  Mr.  Robert  H.  JilcCurdy. 

Q.  How  long  an  interval  was  that  ?  A.  Well,  that  I  could  not 
say. 

O.  Who  suggested  to  Mr.  Raymond  that  Mr.  Robert  H. 
3iicCurdy  should  become  his  partner?    A.  I  could  not  say. 

O.  Did  3'ou  ?    A.  I  could  not  say.    I  have  not  the  faintest  idea. 

y.  You  had  nothing  to  do  with  it?  A.  Oh,  I  could  not  say 
that,  but  I  mean  to  say  candidly,  at  this  length  of  time  I  have  no 
recollection  about  how  the  matter  came  up  at  all. 

O.  Then,  after  Air.  Robert  H.  McCurdy  took  up  the  super- 
intendency  of  the  foreign  business  of  your  company,  I  understand 
that  ]\lr.  Thebaud  took  Mr.  Robert  H.  McCurdy 's  place  or  a  place 
in  the  firm  of  C.  II.  Raymond  &  Compan}'?    A.  Quite  so. 

Q.  What  had  Air.  Thebaud's  connection  with  )-our  company 
been  prior  to  that  time?  A.  He  had  been  a  clerk  in  the  office  at 
Newark  of  Mr.  George  Raymond  who  was  the  general  agent  for 
the  State  of  New  Jersey. 

Q.  The  by-laws,  Mr.  McCurdy,  give  to  the  president  of  your 
company  a  very  wide  control  over  the  management  of  its  affairs. 
Was  that  alwa^-s  so,  were  these  same  by-laws  substantially  in 
operation  prior  to  your  becoming  president  of  the  company? 
A.  No,  I  think — there  have  been  two  or  three  editions  of  the 
by-laws  printed  in  the  last  twenty  years,  I  believe,  and  when  there 
have  been  amendments  made  from  time  to  time  upon  various  occa- 
sions, they  have  just  been  noted  in  the  copies  held  by  the  executive 
officers  until  they  got  to  be  sufficient  in  number  to  make  the 
printing  of  the  new  editions  more  convenient. 

Q.  Do  you  know  whether  the  provisions  of  by-law  1 1  as  to  the 
powers  of  the  president  have  been  changed  since  you   became 
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president   of  the   company?     A.  I    think    they   have   been   sub- 
stantially that. 

Q.  I  did  not  quite  catch  that.  A.  They  have  been  substantially 
that,  I  say.  There  may  have  been  some  verbal  changes,  but  noth- 
ing affected  the  general  character  of  it. 

Q.  Do  you  recognize  that  under  that  by-law  you  have  the  right 
to  suspend  or  remove  any  general  manager  or  agent?    A.  I  do. 

Q.  And  in  practice  has  that  by-lawr  been  construed  to  place 
within  your  control  the  contract  with  general  agents?  A.  I  am 
not  aware  that  it  ever  has. 

Q.  Have  any  contracts  with  general  agents  been  made  except 
under  your  authority  as  president  of  the  company?  A.  They 
have  all  been  made  by — without  my  authority,  without  my 
definite  authority. 

Q.  The  contracts  with  C.  H.  Raymond  &  Company  have  been 
introduced  in  evidence.  Have  you  been  conversant  with  the  terms 
of  those  contracts?    A.  I  cannot  say  that  I  ever  have  been. 

Q.  Have  you  at  any  time  taken  occasion  to  ascertain  at  what 
expense  to  the  company  the  business  of  the  metropolitan  agency 
was  conducted?  That  has  appeared  in  the  quarterly  and  semi- 
annual and  annual  reports  submitted  to  the  directors  at  their 
meeting,  and  has  been  substantially  at  the  same  rate  of  expense 
as  the  other  business  of  the  company  cost  it. 

Q.  Well,  do  you  mean  by  that  to  suggest  that  any  other  general 
agent  of  your  company  has  had  as  favorable  terms  as  C.  H. 
Raymond  &  Company  ?    A.  Yes,  I  do. 

Q.  What  other  general  agents  have  had  the  same  rate  of  com- 
missions ?  A.  I  cannot  specify  them  because  the  agency  manage- 
ment has  not  for  a  great  many  years  been  under  my  charge,  but  I 
know  as  a  matter  of  general  knowledge  that  different  contracts, 
or  rather  different  rates  of  compensation  are  paid  and  have  been 
paid  to  different  general  agents  all  over  the  country  consistent  in 
some   cases   upon    the   amount  of   business   produced   by   them, 
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governed  partly  in  other  cases  by  the  statistics  which  some  of  our 
people  get  out  for  the  purpose  of  enabling  us  to  fix  rates  of  com- 
pensation, statistics  with  regard  to  density  and  sparseness  of 
population  and  amount  of  wealth  per  capita  and  all  that  sort  of 
thing,  so  that  the  rate  of  compensation  paid  to  any  general  agent 
would  not  have  any  definite  relation  at  any  time  to  that  of  any 
other  agency  with  the  exception  that  one  might  be  more  and  one 
less  according  to  circumstances. 

O.  Are  you  not  aware  that  C.  H.  Raymond  &  Company  have 
been  receiving  a  higher  rate  of  compensation  than  any  other 
general  agent  or  company  ?     A.  No ;  I  am  not. 

O.  Are  you  able  to  mention  any  general  agents  of  any  insurance 
company  in  the  City  of  New  York  receiving  as  high  a  rate  of 
compensation  as  C.  H.  Raymond  &  Company?  A.  What  do  you 
mean  by  the  rate  of  compensation,  the  rate  of  commission  on  the 
policies  ? 

O.  Yes,  on  the  premiums.     A.  On  the  premiums? 

Q.  Yes.  A.  I  can't  directly,  because  I  don't  know  the  rate 
of  commissions  allowed  by  other  large  competing  companies,  but 
I  do  know  this,  that  in  the  City  of  New  York  other  companies 
are  able  to  overbid  in  many  cases  for  solicitors  and  subordinate 
agents — they  are  able  to  overbid  the  general  agents  of  the  Mutual 
Life  Insurance  Company. 

Q.  What  do  you  mean  by  overbid  ?  A.  Allowing  them  higher 
rates  of  subordinate  commissions,  or  guarantees,  or  salaries,  what- 
ever the  case  my  be. 

Q.  You  mean  in  obtaining  the  services  of  agents?  A.  In 
obtaining  the  services  of  sub-agents. 

Q.  Without  reference  to  what  the  sub-agents  themselves 
actually  get,  do  you  know  of  any  case  of  a  general  agent  get- 
ting as  favorable  rates  as  C.  H.  Raymond  &  Company?  A.  I 
want  to  remark,  Mr.  Hughes,  that  the  rates  to  any  general 
agency   are   not  especially   under   my   supervision. 
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[X  That  is A.  If  you  will  allow  me  to  finish. 

O.  Go  oil.  Pardon  my  interruption.  A.  When  I  was  vice- 
president  of  the  company  for  some  time  the  agency  system 
was  under  my  control.  When  I  became  president,  twenty 
years  ago,  it  ceased  to  be  under  my  supervision,  and  has  not 
been  for  twenty  years.  It  has  been  managed  by  other  execu- 
tive officers.  Personally  I  have  not  participated  in  it,  so  when 
you  attempt  to  cross-examine  me  as  to  what  my  knowledge 
of  rates  of  commission  is,  hither  and  yon,  why  I  can't  answer 
you.     I  want  to  explain  the  reasons. 

O.  Certainly.  Now,  will  you  state  what  you,  as  president, 
under  the  powers  conferred  upon  you  by  the  By-Laws,  have 
actually  done  in  supervising  and  in  insuring  the  efficiency  and 
economy  of  the  agency  department  of  your  company? 

THE  WITNESS ;  Plave  you  got  that  little  book  there,  Mr. 
Beck? 

MR.  HUGHES:     Shall  I  hand  it  to  himl^ 

MR.  BECK  :     Thank  you,  sir. 

THE  WITNESS:  No,  it  is  the  other  Httle  book,  Mr. 
Beck. 

(Book  handed  to  witness.) 

I  thank  }'0u.  If  you  will  allow  me  to  explain  in  my  own 
wa)-.  I  think  in  order  to  arrive  at  a  clear  understanding  of 
what  my  official  duties  are,  and  the  obligations  resting  upon 
me,  I  ought  to  go  l:iack  a  little  and  explain  somewhat  the 
, situation  of  the  Mutual  Life  Insurance  Company'  in  its  office 
and    administrative   force,   so   that   if   I    am    under   a   respon- 
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sibility  that  I  have  not  lived  up  to,  why  it  may  be  clearly 
shown;  otherwise,  if  I  am  not  charged  with  it,  why  no  im- 
proper surmises  may  be  based — maybe.  Now,  I  have  in 
my  hand  the  thirty-fifth  annual  report  of  the  Mutual  Life  In- 
surance Company  of  New  York,  printed  in  the  year  1878, 
Frederick  S.  Winston,  at  that  time,  being  the  president  of 
the  company.  In  the  annual  report,  as  I  say,  of  the  trustees 
to  the  policyholders,  there  is  this  statement,  referring  to  the 
company:  "It  transacted  business  under  one  corporate  title 
and  one  executive  head.  If  the  amount  of  funds  which  it 
controls  and  manages  were  distributed  among  fifty  different 
corporations  with  capitals  of  from  one  to  two  millions  of 
dollars  apiece,  each  of  such  companies  would  be  deemed  a 
powerful  financial  institution,  but  the  company  in  fact  as 
at  present  administered,  consists  of  several  independent  or- 
ganizations under  one  executive  management.  For  the  in- 
formation of  such  as  may  desire  an  account  of  the  routine 
of  the  office  the  following  details  are  furnished."  Here  then 
follows,  which  I  will  not  detain  either  you  or  the  Committee 
with,  the  routine.  On  Monday  the  executive  officers  meet 
together  with  the  sub-committee  of  finance,  and  then  they 
meet  together  later  on  with  comptroller  of  the  Real  Estate 
Department.  On  Tuesdaj'  the  executive  officers  meet  the 
sub-committee  on  finance,  and  on  A\'esdnesday,  at  half-past 
ten,  the  Finance  Committee  meets,  and  on  Friday  and  so  on. 
It  then  goes  on  to  describe  the  dififerent  departments  which 
constitute,  as  the  reports  call  them,  the  semi-independent  or- 
ganizations :  The  Insurance  and  Agency  Committee,  the  In- 
surance Department,  the  Financial  Department  exercises  the 
functions  of  a  loan  and  trust  company,  and  had  the  care  and 
management  at  that  time  of  fifty-eight  millions  of  dollars ; 
the  Department  of  Mathematics  is  administered  by  the  ac- 
tuary and  two  principal   assistants   and  is  charged  with  the' 
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duty  of  thus  and  so.  In  ordinary  cases  it  is  governed  by 
general  rules,  but  in  the  calculation  and  distribution  of  divi- 
dends, it  acts  with  the  advice  of  the  Committee  on  Insurance, 
and  so  on.  Now,  the  Law  Department  is  under  the  respon- 
sible charge  of  the  company's  solicitor.  The  Medical  Depart- 
ment does  thus  and  so.  In  the  fortieth  annual  report  of  the 
Mutual  Life  Insurance  Company  of  New  York — of  the  trus- 
tees to  its  policyholders,  Frederick  S.  Winston  being  presi- 
dent  

MR.  ROGERS :     What  year  ? 

THE  WITNESS:     1883,  it  would  be,  I  think.     In  1883. 

In  a  similar  report,  issued  in  1883,  to  the  policyholders, 
Frederick  S.  Winston  being  president,  "As  the  business  has 
expanded  it  has  been  found  necessary,  in  order  to  secure 
efficiency  and  economy,  to  assign  to  several  departments  so 
much  of  the  business  as  properly  belongs  to  each.  These 
departments  are  substantially  as  follows :  An  Executive  De- 
partment, the  Insurance  Department,  the  Investment  Depart- 
ment, the  Law  Department,  the  Mathematical  Department, 
the  Medical  Department,  the  Actuarial  Department,  the  Sup- 
ply Department." 

"The  allotment  of  the  details  of  the  company's  business 
to  appropriate  departments  has  proved  of  very  great  value." 

Then  there  is  here,  substantially  a  repetition  of  the  description 
of  the  functions,  exercised  by  the  different  departments,  to  which 
I  called  attention  in  the  report  of  a  few  years  before.  Now,  that 
was  the  organization  of  the  company  as  I  found  it  when  I  suc- 
ceeded to  the  presidency.  It  was  not  a  company  of  any  one  man 
power,  as  has  been  stated  elsewhere  at  any  rate,  if  not  here.  It 
had  been  an  organization  by  the  different  functions  exercised  in 
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the  administration  of  the  company  into  almost  automatic  bodies 
acting  in  the  sphere  of  a  general  supervision,  harmoniously,  each 
one  conducting  its  appropriate  share  of  the  business  as  it  saw  fit, 
provided  it  didn't  clash  with  the  charter  of  the  company,  or  the 
general  rules  laid  down  for  the  administration  of  those  depart- 
ments. It  was  substantially — I  won't  say  substantially,  because 
perhaps  that  is  too  strong  a  word,  but  it  was  in  some  respect 
analog'ous  to  the  Government  of  the  United  States  of  America, 
with  its  different  states,  different  officials,  different  Governors, 
forming  its  own  functions  within  its  own  territorial  limits,  and 
yet  tied  together  through  the  functions  of  the  National  Govern- 
ment. I  say  this,  if  you  will  excuse  the  length  to  which  I  have 
gone  in  my  remarks,  that  when  I  seem  to  hesitate  in  answering 
questions  as  to  what  I  did  here  and  there,  and  what  my  responsi- 
bilities and  duties  were,  you  may  realize  the  fact  that  I  am  not, 
and  never  have  been,  charged  with  any  specific  duties  or  responsi- 
bilities, for  any  particular  department,  but  the  previous  adminis- 
tration of  the  company,  the  president  of  the  company  who  had 
been  president  for  thirty  odd  years,  has  stated  in  his  report  to 
the  policyholders,  had  found  a  different  system  of  management 
conducive  to  the  welfare  of  the  company,  had  carried  it  out,  and 
established  it  some  years  before  I  succeeded  to  the  presidency, 
and  that  that  has  been  followed  ever  since. 

MR.  PRENTICE:  Would  you  speak  just  a  little  louder,  Mr. 
McCurdy  ? 

THE  WITNESS :  I  feared  I  was  speaking  too  loud. 

Q.  Now,  to  recur,  will  you  state  just  what  you  have  done  your- 
self to  secure  the  efficiency  and  economy  of  the  agency  department 
of  your  company  ?  A.  I  have  been  in  the  discharge  of  my  duties 
as  president  of  the  company  at  its  office  practically  every  working 
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day,  for  five  days  in  the  week  at  least,  from  half -past  nine  in  the 
morning  until  a  quarter  before  four  in  the  afternoon,  and  I  de- 
voted all  my  energies,  both  intellectual  and  physical,  to  the  service 
of  whatever — or  to  the  performance  of  what  duty  was  demanded 
of  me  at  the  moment,  as  it  came  one  after  the  other.  I  have  given 
to  it  my  best  attention. 

Q.  Have  you  examined  into  the  rates  of  commissions  paid 
general  agents  ?  A.  No,  not  to  any  great  extent,  excepting  as 
these  things  have  been  brought  before  me  at  the  close  of  the  quar- 
terly period  or  the  end  of  the  year. 

Q.  Have  you  examined  into  the  profits  made  by  the  general 
agents?     A.  I  have  not. 

Q.  Have  you  taken  any  steps  to  ascertain  whether  the  general 
agents  were  making  more  money  than  they  should  make?  A. 
That  has  been  my  contention  with  regard  to  all  of  them  for  a 
great  many  years,  and  I  have  been  seriously  at  work  for  a  number 
of  years  to  change  that  relation  of  a  profit,  as  you  choose  to  call 
it,  to.  the  business  of  the  company,  but  as  to  the  amount  of  prom, 
excepting  from  general  observation  or  general  impression  that 
any  general  agency  can  make  out  of  the  company,  that  is  practi- 
cally a  closed  book  to  every  officer  of  the  company. 

Q.  Why  so?  A.  Because  the  private  books  of  an  agency  firm 
who  have  a  contract  for  the  distribution  of  books  from  any 
manufacturer,  commission  agent,  is  nobody's  business  except  their 
own.  They  don't  belong  to  the  company.  They  have  the  private 
partnership  books  of  the  agency,  and  it  is  only  by  inference  or 
deduction  of  a  variety  of  things  that  one  even  gets  an  idea  of  what 
the  probable  profits  of  a  particular  general  agency  may  be. 

Q.  Were  you  desirous  of  having  that  idea?  A.  I  have  been 
distinctly. 

Q.  Did  you  ever  ask  your  son,  Robert  H.  McCurdy,  what  the 
profits  of  C.  H.  Raymond  &  Company  were?    A.  I  never  did. 

O.  Did  he  ever  tell  you?    A.  He  never  did. 
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Q.  Did  it  ever  occur  to  you  that  you  were  in  a  position  to  find 
out  whether  C.  H.  Raymond  &  Company  were  making  more 
money  than  could  properly  be  paid  to  a  general  agent  in  the  City 
of  New  York?     A.  I  don't  believe  anything  of  the  kind. 

Q.  But  you  had  no  data  upon  which  to  reach  a  conclusion? 
A.  Nothing  but  what  I  have  said,  general  observation  and  knowl- 
edge of  the  business. 

Q.  Then  why  did  you  say  that  you  didn't  believe  anything  of 
the  sort  ?  How  could  you  have  a  belief  if  you  knew  none  of  the 
facts?  A.  Well,  I  have  the  general  knowledge,  I  suppose,  of  an 
intelligent  man  and  the  right  to  form  a  general  opinion  without 
the  knowledge  of  .specific  facts  that  are  not  within  my  purview. 

Q.  I  find  from  the  statement  that  has  been  furnished  here  that 
the  net  receipts  of  C.  H.  Raymond  &  Company  m  1896,  after 
paying  sub-agents,  and  all  expenses  of  their  business,  amounted  to 
$198,000  and  in  1897  to  $189,000  and  in  1898  to  $195,000,  in  1899 
to  $228,000.  Do  you  regard  it  as  proper  that  a  general  agency 
of  a  mutual  life  insurance  company  in  the  City  of  New  York 
should  be  able  to  make  net  $200,000  in  the  course  of  a  year?  A. 
Is  that  your  question  ?  It  makes  not  the  slightest  difference  to  the 
company  whether  one  general  agent  in  the  city  of  New  York 
made  $200,000  or  twenty  general  agents  in  the  city  of  New  York 
made  $1,000  a  year.  That  would  be  the  result  of  doing  the  same 
amount  of  business.  They  were  paid  for  on  the  percentage  of  the 
business  that  they  got,  and  it  was  simply  a  question  in  the  first 
place  of  the  amount  of  business  that  they  turned  into  the  company 
for  which  they  were  paid.  If  they  had  not  got  the  business  they 
wouldn't  have  got  the  profits.  In  the  second  place  it  was  a  ques- 
tion like  any  other  merchant,  of  what  his  business  cost  him,  a 
question  of  what  he  paid  for  clerk  hire  and  what  he  paid  for 
procuring  his  business,  all  of  it  being  governed  by  the  sagacity, 
economy  and  general  knowledge  of  the  business  of  the  man  him- 
self.   For  the  company  to  pay  that  amount  of  commission  for  that 
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amount  of  business  was  eminently  proper,  and  it  didn't  make  a 
particle  of  difference  whom  they  paid  it  to. 

O.  You  are  aware,  of  course,  that  the  amount  of  profit 
derived  by  the  general  agent  is  dependent  upon  the  percentage 
of  commissions,  original  and  renewals,  that  he  is  entitled  to 
under  his  contract,  less,  of  course,  the  expenses  that  he  incurs 
in  doing  his  business?  A.  Less,  of  course,  that  he  incurs  in 
doing  his  business,  but  the  net  amount  of  profit,  that  is  a  very 
important  element,  a  very  important  thing;  the  most  im- 
portant element. 

Q.  You  are  aware  that  the  expenses  of  the  general  agents 
consist  in  the  maintenance — that  is,  as  the  metropolitan  agency 
has  been  managed  for  many  years — consist  in  the  general 
expenses  of  his  office  and  in  the  payments  made  to  those  who 
actually  obtain  the  insurance?     A.  Well,  I  presume  so. 

Q.  And  the  general  agent's  net  profit  is  what  remains,  ac- 
cording to  his  rate  of  commission,  for  his  general  management 
and  supervision  of  that  business?  A.  After  deducting  his 
expenses. 

Q.  Now,  I  recur  to  my  question  whether  you  deem  it  proper 
to  pay  a  general  agency  for  the  management  of  business  in 
New  York  City  a  rate  of  commission  as  will  enable  them  for 
a  period  of  years  to  net,  after  paying  all  expenses  and  com- 
missions to  the  agents  who  obtain  the  business,  $200,000? 
A.  The  answer  to  that  is,  as  I  take  it,  as  I  said  before,  that 
it  makes  not  a  particle  of  difference  to  the  company  whether 
it  pays  that  gross  rate  of  commissions  to  one  man  or  to 
twenty  men ;  it  is  all  a  matter  of  percentage  upon  the  business. 
But  when  you  come  to  the  blunt  fact  of  whether  this  general 
agent — whether  you  ascertain,  as  I  said,  by  general  knowl- 
edge, whether  this  man  in  this  city  or  State  or  what 
not  is  really  making  more  than  he  ought  to  out  of  the  business, 
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then  comes  the  question  what  are  you  going  to  do  about  it. 
I  have  been  at  that  for  twenty  years. 

Q.  Well,  how  did  you  go  at  that  with  C.  H.  Raymond  & 
Company?  A.  Why,  the  last  that  we  did — I  am  speaking  to 
you  now  not  from  what — not  as  to  what  I  am  chargeable  with 
as  president  of  the  company  ;  I  am  speaking  to  you 
as  to  what  was  done  by  the  general  manager  of  the  com- 
pany in  the  discharge  of  the  functions  of  his  office,  but  I 
can't  pretend  not  to  and  don't  want  to  pretend  to  know  what 
is  going  on  where  things  really  come  under  my  observation. 

Q.  You  understand,  of  course,  that  the  general  manager 
is  to  perform  such  duties  as  may  be  designated  to  him?  A. 
Yes. 

O.  By  you  as  vice-president?     A.  Yes. 

Q.  He  was  directly  subject  to  executive  control?     A.  Yes. 

Q.  Well,  now  in  your  desire  to  look  into  this  matter  and 
do  the  right  thing  by  the  policyholders  of  your  company,  will 
you  explain  why  you  did  not  endeavor  to  ascertain  from  your 
son,  who  was  in  the  firm  of  C.  H.  Raymond  &  Company, 
whether  their  contract  was  more  profitable  than  it  should 
have  been?  A.  Mr.  Robert  McCurdy  left  the  firm  of  C.  H. 
Raymond  &  Company  a  dozen  years  ago — eighteen  or  nine- 
teen years  ago.     He  has  not  been  in  it  since. 

Q.  Well,  while  he  was  in  it  did  you  take  any  steps  in  the 
direction  I  have  stated?  A.  Oh,  that  is  a  good  many  years 
ago. 

Q.  You  don't  recall  whether  you  did  or  not?     A.  No,  no. 

Q.  Now,  when  Mr.  Thebaud,  your  son-in-law,  was  a  mem- 
ber, or  became  a  member  of  that  firm,  did  you  ever  ask  him 
what  the  profits  of  C.  H.  Raymond  &  Company  were?  A.  I 
never  did.     I  hadn't  any  right  to. 

Q.  Why  not?  A.  I  had  no  more  right  to  ask — no  more 
leg-al  right  to  ask  a  firm  of  general  agents  of  the  Mutual  Life 
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Insurance  Company  what  the  net  profits  are  than  I  have  a 
right  to  ask  you  what  your  profits  are. 

Q.  Don't  you  think  when  the  question  of  the  renewal  of  a 
contract  with  a  firm  of  which  your  son-in-law  is  a  member 
comes  up  that  you  ought  to  ascertain  whether  the  rate  of  in- 
terest is  higher  than  it  should  be  ?  A.  I  haven't — as  I  told  you,  I 
haven't  been  in  charge  of  that  part  of  the  business  for  twenty 
years. 

Q.  But  it  was  a  matter  of  which  you  could  have  taken 
charge  at  any  moment  ?     A.  Provided  I  had  nothing  else  to  do. 

Q.  Yes.  It  is  a  matter  to  which  you  felt  deeply,  did  you 
not,  this  matter  of  the  expense  to  which  the  company  was 
put  in  securing  new  business?  A.  I  have-  always  been  en- 
deavoring to  reduce  the  expenses  of  the  business  to  proper 
limits  and  to  those  which  were  justified  by  the  amount  of 
business  produced. 

Q.  Do  you  know  any  more  important  question  before  in- 
surance companies  to-day  than  to  reduce  the  expenses  of 
their  management?  A.  I  think  it  is  a  very  desirable  thing  to 
do,  but  I  think  it  is  one  which  all  life  insurance  companies 
are  trying  to  do. 

Q.  And  you  know  that  the  larger  part  of  their  expenses 
is  the  expense  of  getting  business?     A.  Why,  I  presume  it  is. 

Q.  And  you  know  that  the  larger  part  of  the  expense  of 
getting  business  is  the  commissions  paid  to  agents  ?  A.  I  pre- 
sume it  is. 


MR.  PRENTICE :  Mr.  tlughes,  will  you  ask  Mr.  McCurdy 
to  speak  a  little  louder?  I  am  unable  to  hear  you,  Mr. 
McCurdy. 
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THE  WITNESS:  I  have  a  little  cold  and  I  have  a  little 
hoarseness,  Mr.  Chairman.     I  must  ask  to  be  excused. 

MR.  ROGERS:     May  I  ask  a  question? 

MR.  HUGHES:    Certainly. 

•BY  MR.  ROGERS: 

Q.  Mr.  McCurdy,  does  not  the  company  require  the  agents 
to  account  to  it  for  all  premiums  collected?  A.  Why,  cer- 
'tainly. 

Q.  And  in  that  account  don't  they  state  the  amount  of  com- 
missions which  they  deduct  under  their  contract?  A.  Un- 
doubtedly. 

Q.  Then  how  do  you  justify  your  statement  that  as  an 
officer  of  the  company  it  was  no  part  of  your  business  and 
you  had  no  right  to  inquire  what  commissions,  either  gross 
or  net,  which  they  received,  amounted  to?  A.  Why,  because 
the  most  we  allow  them,  we  will  say  twenty  per  cent.,  for 
purposes  of  illustration — when  they  account  to  us  with  $roo 
collected  they  credit  themselves  with  $20.  That  is  all  there  is 
to  that.  They  don't  tell  us  what  they  have  done  with  the 
$20.  That  is  a  matter  for  them  to  settle  and  we  have  no 
interest  in  that. 

Q.  You  distinguish  between  the  gross  and  net  sums?  A. 
Exactly.  We  allow  them  a  gross  sum  and  don't  know  what 
their  business  cost  them,  and  we  have  no  right  to  inquire.  It 
is  none  of  our  business. 

Q.  You  recognize  the  fact  that  all  their  profits,  either  gross 
or  net,  come  out  of  moneys  collected  from  the  policyholders  ?  A. 
But  if  they  spend  all  that  twenty  dollars  in  getting  the  business 
they  would  not  make  it. 
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Q.  But  you  lose  my  point,  Mr.  McCurdy,  that  is  that  the  money 
which  they  collect  and  all  their  profits,  either  gross  or  net,  come 
from  moneys  collected  from  the  policyholders,  do  they  not?  A. 
Come  from  premiums  collected  by  them. 

Q.  And  those  premiums  are  paid  by  the  policyholders?  A.  To 
the  agents. 

Q.  To  them  under  the  contract  with  the  company?     A.  Yes. 

Q.  Now,  then,  as  the  custodian  and  the  guardian  of  the  welfare 
of  the  policyholders,  is  it  not,  not  only  your  duty,  but  your  para- 
mount duty,  to  inquire  whether  the  policyholders  are  being 
charged  excessively,  or  whether  the  agents  are  deriving  too  large 
profits  from  that  business  ?  A.  The  first  point,  yes.  It  is  my  duty 
to  inquire  whether  the  agents  are  being  paid  too  much.  But 
whether  they  are  deriving  too  large  profits  or  not,  that  is  not  my 
duty,  and  I  do  not  know,  excepting  by  the  general  observation 
that  comes  to  everybody  who  makes  up  his  mind  that  his  business 
is  costing  him  too  much,  and  when  he  makes  up  his  mind  that  a 
business  is  costing  him  too  much,  then  he  has  got  to  go  to  work 
and  take  up  the  entire  question  of  the  outstanding  contracts,  the 
length  of  time  through  which  they  run,  and  the  cost  to  the  com- 
pany to  reconstitute  the  business  on  some  other  and  more  eco- 
nomic plan. 

O.  In  the  light  of  the  facts  recently  revealed,  what  do  you  say 
as  to  whether  or  not  the  business  was  costing  the  policyholders 
too  much?  A.  I  say  this,  that  that  depends  altogether  upon  cir- 
cumstances. 

Q.  Taking  into  account  all  these  circumstances  ?  A.  It  depends 
altogether  upon  circumstances.  When  I  was  elected  president  of 
the  company  I  very  soon  came  to  the  conclusion  that  the  business 
of  the  company  at  large  was  costing  us  too  much;  that  we  were 
paying  too  much  to  general  agents,  who  did  not  expend  that  por- 
tion of  their  commissions  allowed  them  by  the  company,  getting 
business  or  keeping  it  on  the  books  of  the  company — that  they 
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were  not  expending  the  amount  that  they  should  do,  but  were 
keeping  the  money  back,  and  to  the  disadvantag'e  of  the  company, 
and  it  early  attracted  my  attention,  and  I  say  it  has  taken  about 
eighteen  }'ears  to  get  the  business  around  to  the  point  where  two 
years  ago  a  general  manager  could  notify  the  firm  of  C.  H.  Ray- 
mond &  Company  that  on  the  31st  day  of  December,  next,  the 
company  would  take  over  all  that  business  to  itself,  and  thereafter 
conduct  at  what — when  it  would  know  what  the  real  cost  of  the 
business  was,  and  save  as  much  money  as  could  be  saved.  That  has 
been  done  in  nearly  all  the  agencies  of  the  company.  It  could  not 
be  done  suddenly — it  has  been  done  by  a  regular  systematic 
progress  year  by  year  until  now,  our  business  has  about  five  agen- 
cies, of  which  the  Raymond  agency  is  one,  which  are  not  con- 
verted, and  in  which  the  entire  business  does  not  belong  to  the 
company,  and  when  it  can  tell  how  much  it  cost,  which  it  could 
not  do  under  the  old  agency  system. 

BY  MR.  BECK: 

Q.  As  you  desire  light  upon  that  question,  may  I  suggest  the 
inquiry  to  the  witness,  whether  or  not  the  rates  of  commissions 
paid  general  agents  are  not  more  determined  by  the  rates  of 
commissions  paid  by  other  companies  to  g'eneral  agents,  with 
whom  they  must  necessarily  come  into  competition,  rather  than 
by  the  question  of  the  net  profits?  A.  Oh,  that  is  obviously  so. 
The  cost  of  the  business,  as  I  say,  the  expense  of  getting  the 
business  is  very  much  determined  by  the  competition  that  is  met, 
which  we  meet  from  other  companies. 

BY  MR.  ROGERS : 
Q.  Following  that  suggestion,  one  of  the  most  important,  and 
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one  of  the  first  duties  is  to  ascertain  what  other  companies  are 
paying,  is  it  not  ?    A.  Yes,  we  try  to  find  out. 

Q.  And  did  you  ascertain  whether  any  other  company  was  pay- 
ing as  favorable  a  rate  to  agents  as  this  contract  with  Raymond 
&  Company?  A.  Well,  as  I  have  told  yOu,  I  have  not  been  per- 
sonally engaged  in  the  agency  management  of  the  coinpany  for 
upward  of  twenty  years,  but  as  a  matter  of  getierdl  knowledg'e,  I 
know  that  the  commissions  allowed  by  the  Mutual  Life  Insurance 
Company  have  not  been  sufficient  in  many  cases  to  maintain  our 
agents  in  our  own  service,  and  that  they  went  to  oth-^r  compatiies 
because  they  could  get  more  from  them. 

BY  MR.  HUGHES : 

Q.  Now,  we  are  not  speaking  for  the  moment  of  other  cases, 
we  are  speaking  of  the  case  of  C.  H.  Raymond  &  Company,  and 
if  you  desire  to  add  anything  to  what  you  have  already  said  with 
regard  to  the  competition  in  the  City  of  New  York,  which  re- 
quired you  to  pay  C.  H.  Raymond  &  Company  the  rate  of  commis- 
sion proved,  I  will  be  glad  to  have  you  state  just  what  the  compe- 
tition was,  and  what  you  know  about  it.  A.  I  have  not  any  desire 
to.  I  have  already  remarked  that  the  agency  business  has  not 
been  under  my  particular  observation  for  a  great  many  years. 

Q.  Is  it  not  a  fact  that  general  agents  are  required  to  submit 
trial  balances  at  the  end  of  the  yekr  in  order  that  your  company 
may  judge  of  the  course  of  their  business  ?    A.  I  never  heard  of  it. 

Q.  Is  it  your  judgtnent  that  it  would  be  suitable  to  require  such 
submission?  A.  Well,  I  have  never  given  it  any  consideration. 
It  would  have  to  come  up  at  the  time  when  you  are  making  a  new 
contract  with  a  man,  that  would  have  to  be  put  in  as  one  of 
the  clauses  of  the  contract  that  he  should  do  it. 

Q.  Do  you  have  any  idea  as  to  when  new  contracts  have 
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be.efx  made  with  the  firm  of  which  your  son-in-law  was  a 
member  ?    A.  Not  the^  slightest. 

Q.  You  ne.yer  knew  when  a  new  arrangement  was  about  to 
be  made?    A.  Not  the  slightest. 

Q.  Did  you  ever  have  any  interviews  with  Mr.  Thebaud 
in  regard  to  the  course  of  that  agenpy  business  ?  A.  Not  with 
regard  to  the  course  of  it,  and  not  with  regard  to  the  financial 
part  of  it,  no.  I  may  have  asked  him  from  time  to  time  how 
the  business  was  turning  out,  and  things  of  that  kind,  and 
how  it  was  going  on.  Those  things  would  become  apparent, 
however,  at  the  end  of  the  quarter,  or  at  the  end  of  the  yearly 
statement. 

Q.  Have  you  ever  known  what  Mr.  Thebaud's  interest  was 
in  C.  H.  Raymond  &  Company?    A.  I  never  have. 

Q.  Have  you  known  how  his  interest  in  C.  H.  Raymond 
&  Company  has  varied,  or  increased  ?    A.  I  never  have. 

Q.  It  appears  here  in  evidence  that  last  year  Mr.  Thebaud's 
interest  in  that  business  netted  him  in  cash  $147,000,  was  that 
a  surprise  to  you?  A.  It  has  been  a  surprise  to  me  to  know 
the  facts,  because  I  did  not  know  anything  about  it  one  way  or 
the  other. 

Q.  Did  you  have  a  notion  of  it?  A.  Never  had  a  notion 
of  it. 

Q.  You  had  reason  to  observe,  did  you  not,  that  Mr.  The- 
baud was  making  a  good  deal  of  money?  A.  In  what  re- 
spect ? 

Q.  Did  you  observe  the  natural  evidences  of  prosperity  in 
his  case?    A.  I  had  no  doubt  of  it. 

Q.  Great  prosperity,  it  appeared  to  be,  did  it  not?    A.  No. 

Q.  Did  not  you  feel  any  special  responsibility  to  the  policy- 
holders of  your  company  by  reason  of  the  fact  that  he  was 
your  son-in-law  ?  A.  Not  more  than  I  would  if  he  had  been 
somebody  else's  son-iq-law. 

1807 


Testimony  of  Richard  A.  McCurdy 

Q.  Did  you  feel  any  sensitiveness  with  reference  to  that 
and  a  desire  to  ascertain  that  his  contract  should  be  particu- 
larly free  from  criticism,  or  the  contract  of  his  firm,  I  mean? 
A.  So  long  as  Mr.  Thebaud's  firm  was  rendering  good  service 
to  the  Mutual  Life  Insurance  Company,  so  long  as  it  was 
pro  rata  to  the  business  done,  and  not  excessively  compen- 
sated— I  beg  your  pardon,  my  mind  wandered  from  the  ques- 
tion, will  you  repeat  it? 

Q.  (Repeated.)  A.  Well,  I  have  not  been  lying  awake 
nights  for  twenty  years  or  more  thinking  of  one  particular 
subject  in  that  company.  I  feel  a  sense  of  responsibility  and 
obligation  to  my  Board  of  Trustees  and  to  the  policyholders 
of  the  company  everywhere,  to  do  my  duty  by  them  as  well  as 
I  know  how  every  hour  of  my  life.  And  one  subject  and 
another  comes  up  before  me  and  to  every  one  of  them  I  en- 
deavor to  give  the  same  performance  of  duty  under  the  same 
sense  of  obligation. 

Q.  I  understand  you  make  two  points.  The  first  one  is 
that  a  general  agent  should  have  a  sufficient  margin  over  his 
expenses  properly  to  compensate  him  for  the  work  he  has 
to  do,  and  the  second  is  the  presence  of  competition  in  en- 
forcing the  payment  of  certain  rates  of  commission  to  general 
agents.  Do  those  two  points  embrace  all  you  have  to  say 
with  regard  to  the  fixing  the  compensation  of  general  agents? 
A.  Well,  what  do  you  want  to  get  at,  plainly? 

Q.  I  want  to  get  at  how  you  justify  letting  C.  H.  Raymond 
&  Company  get  $200,000.  That  is  what  I  want  to  get  at.  A. 
Very  well.  Then  I  answer  that  as  I  have  said  before.  If  C. 
H.  Raymond  &  Company,  under  the  established  contracts 
with  the  company  which  they  had,  and  which  were  not  ex- 
cessive for  the  amount  of  business  produced,  happened  to 
make  that  amount  of  money  it  did  not  make  any  difference 
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to  the  company  whether  it  was  divided  among  two  people 
or  forty. 

Q.  You  say  they  were  not  excessive?    A.  Yes. 

Q.  Which  is  the  whole  point?    A.  Yes. 

Q.  In  the  first  place,  if  there  was  no  competition  requiring 
the  payment  of  rates  of  commission  to  C.  H.  Raymond  &  Com- 
pany, which  would  result  in  their  getting  $200,000  a  year,  do 
you  regard  the  fact  that  they  would  receive  that  amount  as 
indicating  an  excessive  rate?  A.  I  do  not  quite  get  your 
point  exactly,  with  your  comparison.  It  does  not  make  any 
impression  upon  my  mind.  I  do  not  quite  understand  you,  Mr. 
Hughes. 

Q.  Well,  apart  from  competition,  is  a  rate  of  commission 
which  gives  a  general  agent  having  charge  of  the  Metropolitan 
District  $200,000  a  year  net  in  your  judgment  an  excessive 
rate?  A.  If  there  were  no  other  reasons  to  justify  it.  If 
there  were  no  other  reasons  to  justify  it,  then  it  would  come 
up  as  a  matter  for  serious  consideration. 

Q.  If  there  were  no  other  reasons  to  justify  it,  would  it  be 
an  excessive  rate?  A.  I  cannot  say  without  I  knew  what  the 
other  reasons  were  that  may  come  up. 

Q.  We  will  take  up  the  other  reasons  separately,  but  if 
there  were  no  other  reasons  is  that  an  excessive  rate  ?  A.  The 
rate  of  commissions  depends  upon  the  necessities  of  business. 
The  necessities  of  getting  the  business  in  the  City  of  New 
York  in  competition  with  the  other  companies,  and  if,  as 
I  have  stated  before,  it  was  the  fact  that  many  of  our  agents 
went  to  other  companies  because  we  could  not  hold  them,  as 
it  is  called,  because  other  companies  paid  them  more  than 
we  could  pay  them,  there  is  no  foundation  for  saying  that 
the  rate  allowed  by  the  Mutual  Life  Insurance  Company  was 
in  excess  of  the  rate  paid  for  that  business  generally  m  the 
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City  of  New  York  in  what  yOu  might  call  the  market  for  insur- 
ance agents. 

Q.  Did  Charles  H.  Raymond  &  Company  ever  threaten  to 
leave  you  to  go  with  another  company?  A,  I  doii't  think 
Charles  H.  Raymond  would  leave  me  for  any  consideration 
in  the  world. 

Q.  Did  Robert  H.  McCurdy  ever  threaten  to  leave  you  to  go 
with  another  company?  A.  That  is  the  same  answer.  I  don't 
think  he  would  ever  leave  me  for  any  reason  in  the  world. 

Q.  Did  Mr.  Thebaud  ever  threaten  to  leave  you  to  go  with 
another  company?    A.  I  give  you  the  same  answer. 

Q.  Has  the  competition  of  any  other  company  had  any  effect 
upon  the  rates  of  C.  H.  Raymond  &  Company  ?  A.  Oh,  you  are 
wandering  into  all  sorts  of  fine  distinctions  and  analyses.  Why, 
I  cannot  match  you  in  fencing  wits,  and  don't  want  to  try. 

Q.  I  am  very  glad  to  have  you  say  that,  although  I  know  very 
well  if  it  were  a  fencing  match,  I  should  have  the  worst  of  it,  but 

it  being  a  desire  to  get  at  the  facts  it  is  a  very  simple  matter 

A.  I  cannot  answer  as  to  all  sorts  of  hypothetical  questions,  if 
conditions  may  or  may  not  be  the  way  you  put  them,  and  about 
things  that  I  have  not  given  any  particular  attention  to  in  twenty 
years,  and  it  is  really  putting  me  in  the  position  of  attempting 
to  match  my  wits  against  yours,  and  that  contest  I  respectfully 
withdraw  from. 

Q.  And  I,  too.  Now,  let  us  get  at  something  which  is  painfully 
concrete,  and  not  at  all  hypothetical.  It  appearing  that  C.  H. 
Raymond  &  Company  or  the  members  of  that  firm,  had  not 
expressed  a  desire  to  leave  your  company  and  you  were  able 
to  have  the  advantage  of  their  services  on  the  payment  of  reason- 
able compensation,  was  there  any  fact  in  that  case,  any  competi- 
tion on  the  part  of  any  other  company  which  determined  the  rate 
of  commission  paid  to  them  ?  A.  Why  not  to  get  away  their  ser- 
vices from  us,  but  to  get  away  the  services  of  other  agents,  by 
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whom  they  procured  the  business.    They  had  hundreds  of  agents. 

Q.  In  other  words,  the  competition  was  the  competition 
which  would  draw  away  their  sub-agents,  and  therefore  you  must 
pay  C.  H.  Ra)'mond  &  Company  enough  in  order  that  they  could 
hold  their  sub-agents,  that  is  the  point?    A.  Undoubtedly. 

Q.  Not  that  there  was  competition  by  which  C.  H.  Raymond  & 
Company  should  leave  you  ?    A.  Not  at  all,  in  the  slightest. 

Q.  Now,  then,  let  us  look  at  the  competition  and  its  effects 
with  reference  to  sub-agents  of  C.  H.  Raymond  &  Company,  after 
they  had  met  all  that  competition,  and  after  they  had  paid  what- 
ever rates  were  necessary  to  secure  an  increasing  business,  after 
they  had  met  all  the  expenses  of  their  office,  they  net  for  them- 
selves $200,000  a  year.  Now,  please  address  yourself  to  that 
question  and  tell  me  what  basis  there  was  for  giving  them  a  rate 
of  commission  which  would  enable  them  to  meet  all  compe- 
tition existing  and  net  $200,000  a  year  ?  A.  Because  substantially 
the  conditions  of  the  business  throughout  the  whole  United  States 
demanded  practically  a  certain  rate  varying  slightly  owing  to 
local  conditions  here  and  there,  and  the  general  experience  of  the 
company  was  such  that  it  was  required  to  pay  it.  It  is  not  a 
system,  as  I  have  said  to  you  before,  it  is  not  a  system  which  I 
favor  and  we  are  substituting  now  the  managerial  system  for  the 
g'eneral  agency  system. 

Q.  Do  you  not  know  that  you  had  a  form  for  commission,  a 
printed  form?    A.  I  believe  there  was. 

Q.  That  is  for  agency  contracts  ?  A.  I  believe  there  was. 

Q.  Don't  you  know  that  Raymond  &  Company  had  special 
rates?    A.  No. 

Q.  That  has  never  been  brought  to  your  attention?    /..  No. 

Q.  Are  you  under  the  impression  that  all  the  other  general 
agents  of  your  company  were  getting  as  good  rates  as  C.  H. 
Raymond  &  Coinpany?  A.  Practically,  all  things  considered,  as 
I  understand  it. 
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Q.  What  is  involved  in  that  "All  things  considered?"  A.  I 
mean  to  say,  as  I  understand  it,  the  general  manager  having 
charge  of  the  contract  with  the  agencies  makes  whatever  contract 
with  different  general  agents  depending  upon  conditions  which 
he  is  supposed  to  be  practically  familiar  with,  either  in  Chicago, 
or  Boston,  or  New  York,  and  that  depends  upon  his  own  judg- 
ment of  making  those  contracts.  That  they  may  vary  more  or. 
less  at  various  places  I  think  it  is  quite  possible.  I  have  not 
seen  one  of  those  contracts,  as  I  have  said,  for  a  long  time. 

Q.  You  do  not  make  uniform  rates  for  all  your  agents,  do  you? 
A.  I  think  not. 

Q.  You  suit  your  rates  according  to  the  conditions?  A. 
Apparently.     Am  I  right  in  that? 

MR.  ROBERT  H.  McCURDY :  Yes,  sir. 

Q.  And  in  the  City  of  New  York  you  fixed'  your  rates  with 
regard  to  the  conditions  here?    A.  I  judge  so. 

Q.  Now,  once  more,  what  was  the  conditions  in  the  City  of  New 
York  which  required  you  to  give  a  rate  of  commission  to  C.  H. 
Raymond  &  Company  by  which  they  could  meet  all  competition 
and  pay  all  expenses  and  net  $200,000?  A.  You  had  better  ask 
the  general  manager. 

Q.  Do  you  know  of  any  condition?  A-  I  did  not  make  any 
contracts. 

Q.  Do  you  know  of  any  such  conditions?  A.  I  am  not  re- 
sponsible for  the  contracts. 

Q.  Do  you  know  of  any  such  conditions?  A.  I  have  never 
giveji  the  subject  any  such  consideration,  it  is  not  within  my 
province. 

Q.  As  an  insurance  man,  do  you  know  of  any  such  con- 
ditions? A.  My  dear,  sir,  I  have  tried  to  explain  to  you  that 
my  duties  are  of  a  very  general  character. 
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Q.  That  may  be  an  explanation,  but  the  fact  of  your  knowl- 
edge depends  upon  whether  you  do  or  do  not  know.  A.  Do 
not  know  what? 

Q.  Of  conditions  which  existed  which  required  the  pay- 
ment to  C.  H.  Raymond  &  Company  which  will  enable  to 
meet  all  competition  and  net  $200,000  a  year?  A.  I  do  not 
know  of  the  conditions  which  exist  with  regard  to  the  City 
of  New  York  or  anywhere  else.  Never  tried  to,  because  it 
never  came  within  the  obligation  upon  me  that  I  should  know 
it,  in  the  discharge  of  my  official  duties. 

BY  MR.  BECK: 

Q.  Would  you  mind  asking  the  witness  whether  the  com- 
petition is  more  or  less  keen  in  the  City  of  New  York  than 
elsewhere  ? 

MR.  HUGHES:  Yes,  I  should  be  very  glad  to  ask  him 
that,  but  I  do  not  want  his  attention  diverted  again  by  the 
subject  of  competition  among  the  agents  who  write  the  busi- 
ness, for  my  inquiry  relates  to  a  payment  net,  after  all  that 
competition  has  been  met,  but  if  that  is  clearly  understood 
by  the  witness,  any  observation  he  may  make  upon  com- 
petition in  New  York  I  should  be  glad  to  have  him  make. 

THE  WITNESS :  If  you  choose  to  ask  that  question,  al- 
though it  is  suggested  by  the  company's  counsel,  Mr. 
Beck 

BY  MR.  HUGHES: 

Q.  I  should  be  glad  to  ask  it.  A.  I  don't  know  anything 
about  it.     It  has  not  been  in  the  particular  field  to  which  I 
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have  devoted  my  attention  for  a  great  many  years,  and 
whether  the  competition  is  stronger  in  New  York  or  not,  as 
a  matter  of  fact,  those  who  are  technically  familiar  with  the 
business  can  answer  better  than  I  can. 

Q.  I  see  in  the  gain  and  loss  exhibit,  as  printed  in  the 
blue  book,  last  year  your  percentage  of  insurance  expenses 
to  the  loading  upon  the  premiums  to  meet  such  expenses  was 
109.34  per  cent.?    A.  Yes. 

Q.  Are  you  able  to  state  whether  the  insurance  expenses 
had  exceeded  the  loading  upon  the  premiums  in  prior  years? 
A.  I  am  not.     You  had  better  ask  the  actuary  about  that. 

Q.  You  don't  know  anything  about  that?     A.  No. 

Q.  Well,  take  a  period  of  ten  years  back,  do  you  know  how 
frequently,  if  at  all,  the  expense  of  doing  your  business  had 
exceeded  the  loading  upon  the  premiums  to  meet  it?     A.  No. 

Q.  Well,  is  not  that  a  very  important  subject  of  executive 
inquiry?  A.  That  is  within  the  jurisdiction  of  the  agency 
department  I  have 

Q.  Do  you  know  of  any  more  important  question  that  you 
as  president  of  the  Mutual  Life  could  direct  your  attention 
to  than  that  matter?  A.  I  have  had  my  attention  once  or 
twice  drawn  to  that  subject  because  of  its  being  discussed  in 
insurance  periodicals  and  things  of  that  kind,  and  the  actuary 
has  assured  me  that  there  was  nothing  in  the  fact  of  a  tem- 
porary increase  of  the  expenses  over  the  loadings  upon  the 
policies  that  was  in  any  way  dangerous  to  the  success  of  the 
company  or  improper. 

Q.  You  would  recognize  the  high  importance  of  the  fact 
that  that  should  be  temporary?  A.  Oh,  that  is  a  matter,  as  I 
say,  you  had  better  ask  Mr.  McClintock  about  all  those  ques- 
tions.    I  arn  a  layman  in  that  as  I  am  in  the  law. 

Q.  But  you  have  for  a  great  many  years  been  president  of 
the  company,  and  in  the  insurance  business  for  over  50  years, 
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and  I  would  like  to  have  you  state  what  the  consequences 
would  be  for  a  mutual- life  insurance  company,  if  its  expenses 
for  a  period  of  years  exceeded  substantially  the  loading  upon 
the  premiums  to  meet  such  expenses?  A.  Oh,  I  cannot  im- 
agine what  might  happen  if  a  great  many  other  things  might 
happen  or  did  happen.  I  think,  with  all  due  respect,  Mr. 
Hughes,  that  these  questions  are  so  thoroughly  of  an  academic 
character  that  when  you  go  into  them  I  ought  to  have  the 
right  of  suggesting  that  you  talk  with  the  expert  on  the  ques- 
tion and  not  with  a  layinan.  I  never  pretended  to  be  an 
actuary. 

Q.  No,  I  am  not  getting  at  the  strictly  actuarial  questions. 
There  are  some  matters  I  suppose  which  are  almost  axiomatic 
in  life  insurance  which  even  lawyers  might  understand,  apart 
from  any  relations  with  insurance  companies.  One  of  them 
is  that  in  order  to  get  a  fund  to  pay  the  expenses  of  your 
business  you  add  a  certain  amount  to  the  net  premiums  which 
would  be  sufficient  hypothetically  to  carry  the  insurance,  to 
rheet  the  expenses.     Is  not  that  so?    A.  Yes. 

Q.  And  that  addition  is  called  a  loading,  is  it  not?     A.  Yes. 

Q.  And  if  the  amount  which  you  thus  get  from  your  prem- 
iums on  a  calculation  that  they  will  be  sufficient  to  meet  your 
expenses  prove  not  sufficient  the  deficiency  has  to  be  made  up 
in  what  way?    A.  From  current  assets,  I  presume. 

Q.  Yes,  from  your  accumulations  ?  A.  From  what  is  called 
general  surplus,  that  is  the  undistributed  profits  for  the  time 
being. 

Q.  Yes,  from  funds  which  otherwise  would  be  distributed 
among  the  policyholders?    A.  Might  or  might  not  be. 

Q.  Well,  according  to  whether  they  were  or  were  not  di- 
vided? A.  They  might  or  might  not  be  in  the  dim  distant 
future. 

Q.  You  recognize  the  fact  that  a  mutual  life  insurance  com- 

i8is 


Testimony  of  Richard  A.  McCurdy 

pany  could  not  permanently  continue  to  spend  money  in  ex- 
cess of  the  loadings  upon  its  premiums?  A.  Well,  I  should 
think  it  would  be  very  unwise  to,  permanently. 

Q.  And  therefore  very  important  for  you  as  the  president  to 
know  whether  this  matter  is  a  temporary  one  or  not?  A.  It  would 
be  important  for  me  as  president  of  the  company  to  take  the 
advice  and  opinion  of  my  actuary  on  that  subject,  and  if  my 
actuary  assures  me  that  the  conditions  justify  it,  to  place  my 
reliance  upon  that  expert  opinion  which  has  been  furnished  to  me 
by  my  Board  of  Trustees  as  my  authority  and  assistance  in  all 
such  matters,  and  to  be  guided  by  it  as  I  should  be.  I  have  never 
overruled  one  of  the  heads  of  the  executive  departments  in  my  life. 

Q.  The  actuary  has  no  control  over  all  expenses  of  your  com- 
pany, has  he?    A.  Indirectly,  yes. 

Q.  In  what  way  ?  A.  If  he  should  point  out  that  the  expenses 
of  the  company  were  unwise  or  injudicious  or  excessive  in  any  de- 
partment which  affected  the  condition  of  the  policy  and  the  future 
of  the  company,  if  he  should  point  out  that,  his  advice  and  recom- 
mendation would  be  heeded  instantly  without  a  moment's  hesita- 
tion. 

Q.  Has  he  never  pointed  that  out  to  you  ?    A.  He  never  has. 

Q.  Do  you  know  by  inquiry  from  him  or  by  any  other  way 
whether  the  percentage  of  loading  upon  premiums  is  about  the 
same  in  your  Company  as  it  is  in  other  companies?  A.  I  don't 
think  that  I  have  ever  discussed  that. 

Q.  Have  you  ever  had  your  attention  called  to  the  fact  that, 
with  efficient  management  of  an  insurance  company,  one  of  the 
sources  of  a  surplus  would  be  a  gain  by  having  the  expenses 
come  within  the  amount  of  the  premiums  allotted  to  meet  them? 
A.  I  believe  so. 

Q.  Have  you  bad  it  drawn  to  your  attention  that  in  the  case 
of  the  Equitable  and  New  York  Life,  according  to  their  gain  and 
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loss  exhibits,  there  is  such  a  saving?  A.  I  do  not  think  I  have 
ever  looked  at  the  saving  of  either  of  those  two  companies. 

Q.  Now,  you  have  said  that  you  have  not  given  special  atten- 
tion to  the  agency  department  or  special  attention  to  the  actuarial 
matters  which  came  to  you  on  the  advice  of  the  actuary  appointed 
by  the  Board.  Have  you  given  special  attention  to  the  matter  of 
salaries?    A.  Not  particularly  of  late  years. 

Q.  Will  you  state  what  steps  were  taken  when  your  salary 
was  increased  in  1901,  I  believe  from  the  rate  of  $100,000  to  the 
rate  of  $150,000  a  year.  First,  who  brought  the  matter  up  and 
suggested  the  increase?    A.  The  committee  on  salaries. 

Q.  Did  you  request  any  increase  in  salary?  A.  I  did  not. 
I  never  requested  an  increase  in  my  salary  in  my  life. 

Q.  Did  the  committee  formally  bring  it  to  your  attention  or  did 
some  individual  first  ask  you  whether  you  would  be  willing  to 
have  the  salary  increased?  A.  To  the  best  of  my  recollection 
the  committee  on  salaries  were  in  session  or  had  met  and  I  was 
asked  to  come  into  the  room  and  I  went  into  the  room  and  some 
other  salaries  were  discussed,  and  when  the  question  came  to  my 
own  salary  I  was  requested  to  leave  the  room  and  I  did  leave 
the  room,  and  when  I  returned  the  gentlemen  asked  me  what  I 
thought  about  my  own  salary.  I  told  them  the  matter  was  entirely 
in  their  own  hands  to  do  with  it  as  they  saw  fit.  There  was  a  dis- 
cussion took  place  with  regard  to  it  and  they  fixed  my  salary  at 
that  sum.  I  felt  highly  complimented  and  honored  by  the  fact 
that  it  was  so. 

Q.  Did  you  think  that  you  had  any  right  to  take  that  salary? 
A.  If  I  did  not  I  should  not  be  sitting  here. 

Q.  What  grounds  were  advanced  for  the  increase?  A.  On 
what  grounds,  was  that  ? 

Q.*Yes.  A.  The  general — I  do  not  want  to  sound  my  own 
praises,  Mr.  Hug'hes.  I  would  much  rather  other  people  would 
do  that  for  me.    1  took  it  as  an  indication  of  the  appreciation  put 
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upon  my  services  by  the  Committee  on  Salaries,  who  were  the 
mouthpiece  of  the  finance  committee  and  of  the  trustees  generally, 
or  they  would  not  have  done  it. 

Q.  You  would  have  continued  to  render  services  at  $100,000? 
A.  I  should  have  continued  to  render  services  at  whatever  they 
paid  me,  no  matter  what  they  paid  me. 

O.  Did  you  interpose  any  remonstrance  against  the  increase? 
A.  I  certainly  did  not.     I  was  not  called  upon  to. 

Q.  Do  you  know  of  any  president  of  any  insurance  company 
that  receives  as  large  a  salary?  A.  I  felt  all  the  more  compli- 
mented by  the  fact  that  I  believed  that  there  was  no  other  life 
insurance  president  got  so  much. 

Q.  Did  you  think  that  you  had  any  right  to  take  money  from 
the  policyholders  of  the  Mutual  Life  as  a  matter  of  compli- 
ment? A.  I  said  that  I  felt  complimented,  but  I  did  not  say 
that  I  took  it  as  a  matter  of  compliment.  I  took  it  in  recog- 
nition of  what  I  believed  to  be  the  appraisal  put  upon  my 
services  by  the  Committee  on  Salaries  who  were  the  mouth- 
piece of  the  Board. 

Q.  Had  your  services  increased,  that  is  the  time  which  you 
gave  to  the  company  or  the  character  of  the  services,  had 
they  changed?  A.  I  think  all  such  services  are  cumulative 
in  their  nature.  They  must  be  until  physical  or  mental  in- 
firmity overtakes  one,  the  result  of  past  efforts  is  a  fair  thing  to 
be  considered,  the  acquired  familiarity,  experience,  breadth, 
all  of  those  things  are  fair  to  assume,  that  you  cannot  tell 
where  the  increase  in  a  man's  efficiency  or  knowledge  begins 
or  just  where  it  stops,  but  there  must  be  a  point  in  each  case. 

O.  BY  MR.  ROGERS : 

Q.  I  wanted  to  ask  if  the  Committee  on  Salaries  is  appointed 
by  the  President?       A.  No. 
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Q.  By  whom?  A.  It  is  appointed  by  the  Finance  Com- 
mittee. 

O.  From  their  ovyn  number?      A.  From  their  own  number. 

BY  MR.  HUGHES: 

Q.  Of  course,  you  recognize  the  fact,  Mr.  McCurdy,  that 
these  committees  are  appointed  by  the  Board  of  Directors? 
A.  Well? 

Q.  That  is  true,  the  trustees,  as  you  call  them?    A.  Yes. 

Q.  And  the  trustees  are  elected  in  the  manner  that  has  been 
fully  discussed  here?    A.  Is  that  your  question? 

Q.  Yes.    A.  Oh,  yes. 

Q.  I  understand  that  there  are  running  to  you  and  to  Dr. 
Gillette  some  25,000  proxies  from  policyholders?  A.  I  be- 
lieve so. 

Q.  And  that  unless  there  was  a  very  efficient  movement 
among  the  policyholders  you  absolutely  control  yourself  the 
election  of  the  Board  of  Trustees?  A.  I  understand  that  the 
policyholders  of  the  Mutual  Life  Insurance  Company  to  the 
number  indicated  by  Mr.  Granniss,  whatever  it  was,  have 
had  sufficient  confidence  in  the  management  of  the  company 
both  to  put  their  money  into  it  and  to  pay  their  premiums  to 
that  management  and  to  give  that  management  their  own 
proxies  to  represent  them  in  the  management  of  the  company 
and  election  of  trustees,  and  the  same  man  who  is  annually 
paying  his  premium  to  the  company  when  he  chooses  to,  not 
unless  he  chooses  to,  signs  a  document  authorizing  certain 
people  to  represent  him  and  to  cast  his  vote,  which  he  cannot 
cast  himself  because  he  lives  in  Peoria  or  Fort  Winnepeg 
or  somewhere  else,  and  cannot  get  there  himself.  I  do  not 
know  any  other  way  to  do  it  unless  you  disfranchise  the  policy- 
holders of.  any  company. 
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Q.  Then,  whatever  way  there  may  be  to  do  it,  as  you  say, 
the  fact  is  that  at  present  you  and  Dr.  Gillette,  by  virtue  of 
these  proxies,  are  able  to  control  the  election  of  the  Board 
of  Trustees  or  Directors?     A.  No. 

Q.  Unless  a  larger  number  of  proxies  or  a  larger  number 
of  votes  were  cast  in  person  by  the  policyholders?     A.  No. 

Q.  Why  not?  A.  Because  the  board  is  divided,  in  the  first 
place,  into  classes  that  serve  four  years  each,  and  I  could  at 
no  time  elect  more  than  nine  men,  who  would  only  be  one- 
fourth  of  the  whole,  and  nobody  else  could  elect  at  any  one 
election  more  than  nine  men. 

Q.  And  as  you  hold  these  proxies  for  a  period  of  years 

A.  No,  I  do  not. 

Q.  What?     A.  Every  one  of  them  is  revocable  at  pleasure. 

Q.  Oh,  of  course,  but  they  are  good  until  revoked  for  the 
period  allowed  by  the  law?     A.  Yes. 

Q.  And  as  you  hold  them  in  this  manner — and  as  a  matter 
of  fact  the  evidence  is  that  there  have  been  practically  no 
revocations 

MR.  BECK :     And  no  use  of  them  in  twenty  years. 

Q.  (Continuing.)  And  no  use  of  them  for  the  reasons  that 
have  appeared  with  reference  to  those  who  actually  vote,  the 
fact  is  that  in  the  series  of  years  you  are  able  to  elect  the 
entire  board?  A.  If  there  was  any  question  in  the  mind" 
of  the  polic3'holders  at  large  of  any  mutual  life  insurance 
company  that  there  was  any  serious  ground  for  dissatisfaction, 
they  would  revoke  their  proxies  and  give  them  to  somebody 
else  without  the  slightest  doubt.  I  have  no  doubt  on  that 
subject  whatever.  And  the  continuance  of  the  policyholders 
in  sending  their  proxies  year  after  year  is  the  best  evidence 
you  can  have  of  their  entire  satisfaction  with  the  manage- 


1020 


Testimony  of  Richard  A.  Mc Curdy 

ment  of  the  company.  They  would  not  send  them  if  they 
were  not  satisfied. 

Q.  Did  you  have  anything  to  do  with  the  increase  of  the 
salary  of  Mr.  Granniss  in  1902?    A.  In  1902? 

Q.  When  it  was  fixed  at  $50,000  a  year?  A.  I  cannot  rec- 
ollect whether  I  was  present  at  the  committee  meeting  or 
not. 

Q.  Was  that  suggested  by  you?    A.  I  have  no  idea. 

Q.  Was  it  opposed  by  you  ?  A.  No,  it  was  not  opposed  by 
me,  certainly  not,  because  I  think  Mr.  Granniss  is  worth  every 
dollar  that  he  gets  and  more,  too. 

Q.  Down  to  1903  there  had  not  been  more  than  one  first 
vice-president,  had  there?  A.  Well,  you  have  the  record 
there,  whatever  the  record  shows. 

Q.  Well,  the  record  is  merely  a  blank  as  to  the  years  pre- 
vious to  1902,  and  I  was  assuming  from  that  that  there  had 
been  no  other  first  vice-president?  A.  Yes.  I  don't  think 
there  was  a  second  vice-president  down  to  1903. 

Q.  That  is  a  second  first  vice-president?     A.  Yes. 

Q.  How  do  you  distinguish  them  as  to  matter  of  title?  A. 
They  are  simply  vice-presidents,  and  second  vice-presidents. 
Each  first  is  a  vice-president  and  there  are  two  vice-presi- 
dents. 

Q.  Well,  what  led  to  the  election  of  another  first  vice- 
president  about  1903  ?  A.  Will  you  allow  me  to  look  at  that 
thing  again  and  see  if  I  can  recollect?  I  am  inclined  to  think, 
so  far  as  the  dates  show — and  the  general  manager  is  there 
and  you  can  ask  him  whether  I  am  right  or  not — I  am  in- 
clined to  think  that  the  election  of  a  second  vice-president 
grew  out  of  the  fact  that  in  the  increase  of  the  business  the 
superintendent  of  the  Foreign  Department  was  transferred  and 
made  general  agent  and  elected  as  trustee  of  the  company. 
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Q.  Yes,  but  my  point  is  as  to  the  election  of  Dr.  Gillette  as 
vice-president?    A.  Yes. 

Q.  In  addition  to  Mr.  Granniss?    A.  Yes. 

Q.  What  led  to  that?  A.  Oh,  the  growth  of  the  company. 
It  is  a  gradual  progress,  as  I  have  told  you.  At  one  time  when 
I  was  vice-president  I  looked  after  agency  matters  and  then 
when  I  was  made  president  for  some  time  Mr.  Granniss  looked 
after  agency  matters,  and  then  it  grew  and  grew  so  he  hadn't 
time  to  attend  to  all  this  thing,  and  he  had  to  give  up  the 
agency  to  somebody  else,  and  it  passed  over  to  Dr.  Gillette 
and  by  and  by  the  business  kept  on  growing,  and,  Hke  the 
fabled  calf,  I  think — I  have  forgotten  where  it  was — and  then 
Dr.  Gillette's  attention  became  more  devoted  to  miscellaneous 
expenditures  and  it  was  necessary  that  somebody  else  should 
take  that  off  of  his  hands,  and  in  the  natural  order  of  promo- 
tion Mr.  Robert  H.  McCurdy,  who  wasn't  an  ofiScer  of  the  com- 
pany— it  was  necessary  for  somebody  to  take  that — should 
be  an  officer  of  the  company.  He  was  formerly  called  Super- 
intendent of  the  Foreign  Department,  practically,  a  general 
agent,  paid  on  a  commission,  and  it  was  arranged  that  he 
should  give  up  the  superintendency  of  the  Foreign  Department 
and  take  charge  of  the  Agency  Department,  which  Dr,  Gillette 
was  no  longer  able  to  attend  to. 

MR.  BECK:  Pardon  me,  Mr.  Hughes,  have  you  left  tem- 
porarily the  subject  of  the  president's  salary? 

MR.  HUGHES:  Yes,  only  temporarily.  What  is  the 
point  ? 

MR.  BECK :  I  was  going  to  ask,  as  you  have  asked  the  presi- 
dent, under  what  circumstances  he  fixed  the  salary  of  him- 
self— which  he  did  not  fix — I  would  like  permission  to  spread 
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upon  the  record  at  this  time,  the  growth  of  the  assets  of  the 
company  under  Mr.  McCurdy's  administration,  because  it 
explains  the  obvious  reasons — or  at  least  the  growth  of  his 
salary. 

MR.  HUGHES :  We  would  be  perfectly  willing  to  put  the 
growth  of  your  company  upon  the  record  at  the  proper  time, 
but  as  to  the  justification  I  would  like  to  have  Mr.  McCurdy 
say  so  now. 

THE  WITNESS :  I  have  said,  Mr.  Hughes,  that  I  would 
prefer  that  somebody  else  should  say  for  me  what  a  becoming 
modesty  inclines  me  not  to  say  myself.  If  Mr.  Beck  has  got 
a  lot  of  statistics  there  that  I  didn't  know  he  had  got,  that  bear 
upon  that  subject,  I  would  rather  he  would  produce  it  than  to 
produce  it  myself. 

MR.  BECK :  I  shall  ask  Mr.  Hughes  if  he  will  hand  it  to 
the  witness. 

MR.  HUGHES :  I  will  hand  it  to  the  witness  and  be  very 
glad  to  have  the  witness  state  whatever  views  he  has  with 
reference  to  the  matter  of  his  salary.  If  there  is  any  relation 
between  that  and  increase  of  business  I  would  be  glad  to  have 
that  known. 

THE  WITNESS:  It  is  rather  distasteful  to  me,  Mr. 
Hughes 

Q.  Well,  it  should  not  be,  Mr.  McCurdy,  because  it  is  not 

a  matter A.    Well,  I  am  willing  to  since  you  put  me  in 

that  position.     I  would  rather  not  do  it  if  I  could  avoid  it. 

Q.  It  is  really  a  matter  of  justification  more  than  anything 
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else,  and  I  think  you  are  not  only  entitled  to,  but  that  you 
should  state  fully  upon  what  grounds  you  think  you  can  take 
from  the  company  $150,000  each  year. 

THE  WITNESS:  I  object  to  the  word  justification,  be- 
cause I  don't  think  justification  is  necessary.  But  at  all  events, 
if  you  have  put  me  in  that  position  I  am  willing  to  state  what, 
as  I  have  said,  I  would  prefer  that  you  had  brought  out  from 
some  other  witness.  At  the  time  that  I  acceeded  to  the  presi- 
dency of  the  company  my  predecessor  was  at  the  time  of  his 
death  81  years  of  age.  I  think  that  he  was  universally  recog- 
nized in  his  prime  as  head  and  front  of  life  insurance  officials 
in  this  country,  but  he  couldn't  help  getting  old.  The  con- 
dition of  the  company  at  the  end  of  1893 — I  think  it  was,  or 
1894 — at  the  end  of  1894 

MR.  BECK:     1884. 

A.  (Continuing.)  1884, 1  should  say.  Well,  I  haven't  these 
figures  accurately  before  me.     I  see  you  have  got  the  book. 

MR.  BECK :  Those  figures  are  accurate,  Mr.  McCurdy. 
You  can  assume  the  accuracy  of  those  figures. 

THE  WITNESS:  I  am  going  to  begin  a  year  before  this. 
1884.  And  substantially  the  condition  of  the  company  was 
that  it  had  about  one  hundred  and  three  millions  of  assets  and 
three  millions  of  dollars  of  what  was  called  surplus  in  those 
days. 

Q.  At  the  end  of  what  year?  A.  1883;  about  one  hundred 
and  three  millions  and  about  three  millions  of  surplus  odd. 
You  can  verify. 
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Q.  Proceed.  A.  During  the  previous  ten  years  the  position 
of  the  company,  as  was  well  known  by  insurance  experts  at 
that  time,  although  we  didn't  publish  it  any  more  than  we 
could  help,  was  practically  stationary,  if  not  retrograding. 
During  the  previous  period  of  ten  years,  if  I  recollect  rightly, 
and  I  am  speaking  now  without  reference  to  exact  figures, 
merely  from  recollection,  as  you  brought  up  the  subject  that 
I  haven't  prepared  myself  for  specially,  but  during  the  pre- 
vious ten  years  the  surplus  one  year  had  diminished  about 
eight  hundred  thousand  dollars,  another  year  it  diminished 
about  seventy-five  thousand  dollars,  another  year 

Q.  Pardon  me.     A.  Shall  I  go  on? 

Q.  Yes.  A.  The  previous  ten  years  the  surplus  had  fallen 
off  one  year  about  $800,000,  another  year  about  $75,000, 
another  year  it  had  increased  about  $25,000,  and  so  it  went. 
It  was  doing  less  business  than  either  of  its  big  competitors, 
as  they  then  were  and  as  they  are  now  to-day,  the  Equitable 
Life  and  the  New  York  Life.  Its  expense  account  was  high 
for  the  reason  then  that  diminished  production  had  increased 
the  constant  charge,  as  I  may  call  it,  the  expense  account. 
In  many  respects,  as  I  say,  the  company  was  practically 
stationary  and  I  conceived  it  to  be  my  duty,  with  the  support 
and  concurrence  of  the  Board  of  Trustees,  to  do  what  a  life 
insurance  company  is  chartered  to  do — do  business  and  tc 
build  up  the  company  again  into  the  position  it  had  formerly 
occupied  as  the  leading  life  insurance  company  of  the  world, 
and  not  allow  it  to  drift  into  the  position  it  was  rapidly  drifting 
into,  when,  as  I  said  in  one  of  my  first  addresses  to  my  trus- 
tees, if  things  were  going  in  that  way  very  long,  the  only 
claim  to  distinction  that  it  would  have  would  be  that  it  was 
the  oldest  of  the  American  companies.  With  that  premise  I 
read  from  the  list  which  Mr.  Beck  has  handed  me :  In  the  year 
1885  the  assets  of  the  company  were  one  hundred  and  eight 
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million  four  thousand  odd  dollars.  They  increased  the  next 
year  (this  is  the  beginning  of  my  administration)  to  $113,- 
000,000,  the  next  year  to  $118,000,000,  to  $125,000,000,  to 
$135,000,000,  to  $146,000,000,  to  $158,000,000,  to  $157,000,000, 
to  $184,000,000,  to  202,000,000,  to  $219,000,000,  to  $234,000,000, 
to  $253,000,000,  to  $277,000,000,  to  $301,000,000,  to  $325,000,000, 
to  $352,000,000,  to  $382,000,000,  to  $401,000,000,  to  $440,000,000 
at  the  end  of  1894,  and  they  are  now,  by  the  July  statement 
of  the  company,  about  $457,000,000.  A  gain  in  twenty  years 
in  the  assets  of  the  company  of  $332,000,000,  down  to  the 
time  of— when  was  that  date,  the  increase  of  salary?  What 
year  was  that? 

Q.  1901?  A.  19DI.  During  the  eighteen  years,  up  to  the  period 
when  that  increase  in  my  salary  was  made,  the  company  had  in- 
creased its  assets  $332,000,000 — at  the  time — without  going 
through,  gentlemen,  or  Mr.  Chairman,  or  Mr.  Hughes,  the  de- 
tails of  this,  in  1885  the  total  income  of  the  company  was  $20,- 
214,000,  at  the  end  of  1904  it  was  $81,002,000  or  a  gain  in  twenty 
years  of  $60,000,000  of  income  every  year.  The  total  disburse- 
ments— while  the  income  increased  $60,756,000  the  total  disburse- 
ments— and  mind  you  that  includes  dividends  and  payments  to 
policyholders  and  death  claims,  and  everything  of  the  kind  as 
well  as  expenses — increased  from  $17,359,000  to  $51,382,000,  or 
a  gain  in  twenty  years  of  $34,000,000,  which  was  made  up  of 
payments  to  policyholders,  less  the  current  expenses  of  the  com- 
pany. The  excess  of  the  total  income  over  total  disbursements 
of  the  company  in  the  year  1885,  or  again  the  total  income  over 
total  disbursements  of  the  company  was  $2,855,000.  Last  year 
the  gain  of  total  income  over  total  disbursements  was  $29,620,253, 
or  a  gain  in  twenty  years  of  $26,000  a  year.  All  payments  to 
policyholders,  that  means  the  benefits  distributed  through  the 
country  at  large  by  this  Mutual  Life  Insurance  Co.  for  the  yea:f 
1884,  were  $14,402,000,  in  1904  they  were  $34,484,000  or  ihore 
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than — or  nearly  three  times  as  much,  or  twenty  millions  more  than 
they  were  twenty  years  ago.  The  new  business,  as  I  have  told  you 
the  company  was  practically  stationary  at  that  time — the  new 
business  at  that  time  was  $46,548,000,  in  the  year  1884.  In  the 
year  1904  the  new  business  transacted  and  paid  for — and  I 
want  to  draw  a  distinction  right  here.  This  does  not  mean 
business  written  as  it  is  called,  policies  issued  and  charged  to  an 
agent  and  returned  after  the  end  of  the  year,  taken  or  not  taken, 
as  the  case  may  be,  but  this  means  policies  actually  written, 
actually  issued,  accepted  by  the  insurer,  and  the  first  premium  paid 
in  full  in  cash.  That  is  the  way  our  statements  are  made  and  have 
been  for  many  years.  We  don't  issue  any  statements  showing 
simply  business  written  as  it  is  called,  but  policies  actually  issued 
and  paid  for  by  the  full  first  premium  in  cash  in  1904  were 
$231,508,259,  the  gain  in  twenty  years  was  $184,959,000.  The 
insurance  in  force  on  the  books  of  the  company  was  in  1885 
$368,000,000.  That  was  the  insurance  in  force.  It  increased 
from  year  to  year  until  1895,  when  the  insurance  in  force  at  that 
time  was  $898,000,000,  but  at  that  time  we  began,  as  I  say,  the 
substitutionof  the  plan  of  only  reporting  policies  actually  accepted 
and  paid  for  ia  cash  the  whole  full  premium.  Previous  to  that 
the  records  were  of  business  written.  But  taking  business  written, 
which  would  be  in  excess  of  business  paid  for  in  1885  of  $368,- 
000,000,  in  1904  the  insurance  in  force  was  $1,547,611,660,  or  a 
gain  of  insurance  in  force  in  twenty  years  of  $1,178,659,335,  a 
gain  of  the  insurance  in  force  in  each  year,  in  1885  $17,000,000, 
$24,000,000,  $33,000,000,  $54,000,000,  $83,000,000,  $72,000,000, 
$57,000,000,  $50,000,000,  $57,000,000,  $51,000,000,  $43,000,000, 
$19,000000,  $17,000,000,  $34,000,000,  $80,000,000,  $88,000,000, 
$101,000,000,  $99,000,000,  $104,000,000,  $102,000,000  or  a  gain  in 
twenty  years  of  $85,000,000  a  year. 

1827 


Testimony  of  Richard  A.  McCurdy 

MR.  BECK :  Mr.  Chairman,  may  we  have  permission  to  spread 
these  figures  in  detail  upon  the  record. 

THE  CHAIRMAN:  They  have  been  already  put  upon  the 
record,  but  the  permission  will  be  granted. 
The  statement  is  as  follows: 

ASSETS. 

Year.  Amount. 

1885 $108,431,779.00 

1886 113,679,962.00 

1887 1 18,274,967.00 

1888 125,494,719.00       ,  ;  .  , 

1889 135,638,539.00 

1890 146,494,180.00 

I89I 158,124,245.00 

1892 173,193,263.00 

1893 184,935,691.00 

1894 202,289,423.00 

1895 219,704,053.00 

1896 234,744,148.00 

1897 253,786,438.00 

1898 277,517,325.00 

1899 301,844,538.00 

1900 325,753.153-00 

I9OI 352,838,972.00 

1902 382,432,681.00 

1903 4.01,978,371.00 

1904 440,978,371.00 

Gain  in  twenty  years $332,546,592.00 
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TOTAL  INCOME. 

Year.  Amount. 

1885 $20,214,954.00 

1886 21,137,177.00 

1887 23,119,923.00 

1888 26,215,933.00 

1889 31,119,020.00 

1890 34,978,779.00 

1891  37.634-73500 

1892 40,238,865.00 

1893 41,953,146.00 

1894 48,020,870.00 

1895-  •  •  •  •  • 48,597.43100 

1896 49,702,695.00 

1897 54,162,608.00 

1898 55,006,629.00 

1899 58,890,077.00 

1900 60,582,802.00 

1901 65,624,306.00 

1902 73,305,023.00 

1903 77,333,71300 

1904 81,002,984.00 

Gain  in  twenty  years $60,788,030.00 

TOTAL  DISBURSEMENTS. 

Year.  Amount. 

1885 $17,359,223.00 

1886. ; 16,283,086.00 

1887 17,777,938.00 

1888 19,699,657.00 

1889 21,629,502.00 

1890 24,180,816.00 
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Year.  Amount. 

1891 26,107,039.00 

1892 26,806,144.00 

1893 30,370,040.00 

1894 30,878,891.00 

1895 33,527,890.00 

1896 36,218,575.00 

1897 36,124,061.00 

1898 35,245,039.00 

1899 38,597,481.00 

1900 39,446,613.00 

1901 42,452,607.00 

1902 44,150,308.00 

1903 48,807,616.00 

1904 51,382,731.00 

Gain  in  twenty  years $34,023,508.00 

EXCESS  OF  TOTAL  INCOME  OVER  TOTAL 
DISBURSEMENTS. 

Year.  Amount. 

1885. $  2,855,731.00 

1886 4,854,091.00 

1887 5,341,985.00 

1888 6,516,276.00 

1889 9,489,518.00 

1890 10,797,963.00 

1891 11,527,696.00 

1892 13,432,721.00 

1893 11,583,106.00 

1894. 17,141,979.00 

1895 15,069,541.00 

1896 13,484,120.00 

1897 18,038,547.00 
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Year.  Amount. 

1898 19,761,590.00 

1899 20,292,596.00 

1900 21,136,189.00 

1901 23,171,699.00 

1902 29,154,715.00 

1903 28,526,097.00 

1904 29,620,253.00 

Gain  in  twenty  years $26,764,522.00 

PAYMENTS  TO  POLICYHOLDERS. 

Year.  Amount. 

1885 $14,402,050.00 

1886 13,129,103.00 

1887 14,128,423.00 

1888 14,727,550.00 

1889 15,200,608.00 

1890 16,973,200.00 

1891 18,755,712.00 

1892 19,386,533.00 

1893 20,885,472.00 

1894 21,089,257.00 

189s 23,126,728.00 

1896 25,437,569.00 

1897 25,992,055.00 

1898 24,751,659.00 

1899 26,369,037.00 

1900 26,361,864.00 

1901 28,679,670.00 

1902 29,071,358.00 

1903 32,655,204.00 

1904 34,484,275.00 

Gain  in  twenty  years $20,082,225.00 
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NEW  BUSINESS. 

Year.  Amount. 

1885 $  46,548,894.00 

1886 56,898,214.00 

1887 69,641,110.00 

1888 103,346,034.00 

1889 151,962,063.00 

1890 161,365,921.00 

1891 172,708,868.00 

1892 162,929,748.00 

1893 212,426,850.00 

1894 211,551,887.00 

1895 158,361,032.00 

1896 135,679,834.00 

1897 140,632,461.00 

1898 134,118,295.00 

1899 169,246,871.00 

1900 176,006,030.00 

1901 194,371,100.00 

1902 206,676,185.00 

1903 215,102,648.00 

1904 231,508,259.00 

Gain  in  twenty  years $184,959,365.00 

NOTE. — Figures  prior  to  1895  show  issued  business.    For  that 
and  subsequent  years,  paid-for  business  only. 

INSURANCE  IN   FORCE   . 

Year  Amount 

1885 $368,952,337 

1886 393,776,174 

1887 427,583,359 

1888 482,050,579 
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Year.  Amount. 

1889 565,839,387 

1890 638,041,180 

1891 695,484,158 

1892 745,780,083 

1893 802,867,478 

1894 854,710,761 

1895 898,458,857 

1896 917,930,911 

1897 935,602,381 

1898 970,496,975 

1899 1,051,247,340 

1900 1,129,940,529 

1901 1,241,688,430 

1902 1,340,748,659 

1903 1,445,226,851 

1904 1,547,611,660 

Gain  in  twenty  years $1,178,659,323 

Note. — Figures  prior  to  1895    show    issued    business.     For 
that  and  subsequent  years,  paid-for  business  only. 

GAIN  IN  INSURANCE  IN  FORCE. 

Year  Amount 

1885 $17,163,052 

1886 24,823,837 

1887 33,807,185 

1888 54,467,220 

1889 83,788,808 

1890 72,201,793 

1891 57,442,978 

1892 50,295,925 

1893 57,087,395 
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Year.  Amount. 

1894 , 5i>843,283 

1895 43748,096               f 

1896 19,472,054 

1897 17,671,470 

1898 34,894,594 

1899 80,750,565 

1900 88,692,989 

1901 101,747,901 

1902 99,060,229 

1903 104,480,022 

1904 102,382,979 

Increase    in    twenty    years    in 

yearly  gain $85,219,927 

Note. — Figures  prior  to  1896  are  based  on  issued  busi- 
ness. For  that  and  subsequent  years,  on  paid-for  business 
only. 

MR.  BECK:  May  I  have  permission  once  more,  as  to  the 
question  of  increase  of  salary? 

MR.  HUGHES:     Certainly. 

MR.  BECK :  Mr.  McCurdy,  isn't  it  a  fact  that  the  Mutual 
Life  Insurance  Company  is  not  only  the  largest  insurance 
company  in  the  world,  but  that  in  addition  to  that  its  assets 
are  larger  than  those  of  the  Bank  of  France,  the  Bank  of 
England,  and  the  Bank  of  Germany  combined? 

THE  WITNESS:     I  believe  that  to  be  the  fact. 
MR.  ROGERS :     Let  me  ask  one  question  of  Mr.  McCurdy. 
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3Y  MR.  ROGERS: 

Q.  I  understand  that  the  point  which  counsel  seeks  to  make 
is  this,  that  the  increase  in  salary  is  warranted  by  the  increase 
in  assets,  if  that  is  what  I  understood. 

MR.  BECK:  The  increase  in  assets  and  the  growth  of  the 
business  and  the  increase  of  responsibility.  Now,  Senator, 
just  allow  me  to  give  an  illustration  of  my  point. 

Suppose  a  little  steel  mill  is  on  the  Allegheny  River,  and  a 
man  is  the  president  of  that  little  steel  mill,  and  that  the  value 
is  a  million  dollars,  and  this  mill  goes  into  the  United  States 
Steel  Corporation  of  a  capitalization  of  $1,458,000,000,  and  the 
president  of  the  little  company  becomes  the  president  of  the 
greater  company,  will  it  be  contended  for  a  moment  by  this 
Committee  that  the  president  of  the  United  States  Steel  Cor- 
poration (whose  salary  is  credibly  reputed  to  be  five  hundred 
thousand  a  year  and  a  bonus  to  boot — is,  or  was,  I  refer  to  Mr. 
Schwab's  salary)  is  it  credible  that  should  not  be  more  justi- 
fiable than  the  salary  of  the  president  of  a  little  mill  on  the 
Allegheny  River?  When  you  have  made  that  comparison, 
you  have  made  the  comparison  between  the  company  as  it 
was  when  Mr.  McCurdy  became  president  of  it  and  as  it  is 
to-day,  the  pride  of  this  country. 

MR.  ROGERS:  The  point  I  wanted  to  get  at  was  this, 
without  entering  into  an  argument  in  answer  to  your  hypo- 
thetical question 

MR.  BECK:  You  asked  whether  you  had  stated  my 
thought  correctly,  and  I  wanted  to  give  my  thought. 

MR.  ROGERS :     I  am  following  the  question  whether  the 
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assets  justify  the  increase.  In  1885  the  assets  were  approxi- 
mately $108,000,000.  In  1901,  which  was  the  year  the  salary 
was  increased  to  $150,000,  the  assets  were  $350,000,000,  in 
other  words,  they  were  increased  about  three  times.  Now,  the 
payments,  to  policyholders,  which  it  would  seem  to  me  were 
also  a  very  good  test,  were  in  1885,  in  round  numbers,  fourteen 
and  a  half  millions  and  in  1901  twenty  million  six  hundred  and 
odd  thousand  dollars,  the  increase  being  something  over  twice 
as  much.  The  president's  salary,  however,  has  been  increased 
from  thirty  thousand  dollars,  as  I  understand  it,  to  one  hundred 
and  fifty  thousand  dollars ;  in  other  words,  five  times  as  much 
So,  isn't  your  proportion  somewhat  too  large  so  far  as  the 
president's  salary  is  concerned? 

MR.  BECK :  I  haven't  pretended,  Senator,  if  you  appeal 
to  me,  that  there  should  be  any  mathematical  progression  in 
the  matter,  but  I  say  a  man  responsible  to  six  hundred  thou- 
sand policyholders  for  four  hundred  and  fifty  miUions  deserves 
more  salary  than  the  same  man  responsible  for  one  hundred 
millions,  and  moreover,  as  something  has  been  said  about  the 
lessening  of  profits  to  the  policyholders  by  reason  of  the  com- 
pensatory salary,  I  wish  to  say  that  the  actual  amounts  paid 
by  each  policyholder  of  the  Mutual  Life  to  Mr.  McCurdy's 
salary  for  this  vast  responsibility,  a  responsibility  in  a  finan- 
cial sense  that  has  not  its  equal  in  the  world,  is  twenty  cents. 

MR.  HUGHES :  How  much  would  it  be  if  it  was  half  a 
million?  It  wouldn't  be  more  than  twenty-one  cents, 
would  it? 

MR.  TULLY:  Mr.  Beck,  as  an  abstract  proposition,  do 
you  think  that  the  service  of  any  man  as  president  of  a  life 
insurance  company  is  worth  one  hundred  thousand  dollars? 
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MR.  BECK:  I  am  delighted  you  asked  that  question,  and 
ask  the  indulgence  of  the  Committee  again. 

THE  CHAIRMAN :  Do  not  think  that  the  mere  fact  that 
the  Chairman,  or  a  member  of  the  Committee  asks  a  ques- 
tion, gives  you  the  opportunity  for  any  lengthy  remarks. 

MR.  TULLY:  I  want  to  hear  what  Mr.  Beck  says  on 
this. 

MR.  BECK :  Oh,  no,  I  will  not  make  any  lengthy  remarks. 
I  say,  in  the  first  place,  there  are  thirty  law  firms  in  this  city 
making  more  than  one  hundred  and  fifty  thousand  dollars  a 
year,  with  no  such  responsibility,  and  if  Mr.  Hughes  gets  all 
of  his  deserts  he  ought  to  be  one  of  the  thirty. 

MR.  ROGERS:  He  is  giving  more  attention  to  some 
phases  of  life  insurance. 

MR.  BECK :  I  say,  there  are  more  stock  exchange  houses 
in  the  mere  matter  of  the  sale  of  securities,  making  one  hun- 
dred and  fifty  thousand  dollars  a  year. 

MR.  ROGERS :     But  they  are  not  salaries. 

MR.  BECK:  They  are  not  salaries,  but  they  are  on  com- 
missions. 

THE  CHAIRMAN :  Mr.  Beck,  your  first  two  metaphors, 
of  a  steel  mill  and  a  lawyer's  compensation,  seem  extremely 
poorly  chosen. 

MR.  BECK:  They  were  separated  by  an  interval  of  time. 
There  should  be  no  connection  between  the  two,  I  respect- 
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iully  deny,  but  it  is  a  fact,  and,  remembering  Dr.  Johnson's 
famous  remark,  tliat  we  ought  to  avoid  cant,  it  is  a  fact  that 
in  this  city  there  are  many  men  who  make  more  money  with 
far  less  responsibiHty  and  far  less  work  than  the  president  of 
this  institution,  and  what  is  more,  I  venture  to  say,  as  the 
^general  manager  said  when  he  was  on  the  stand,  that  the 
policy  of  this  country  is  that  there  should  be  large  rewards 
for  large  achievements,  and  I  think  his  words  are  very  true 
and  should  apply  to  large  profits.  I  thank  the  Committee 
for  its  courtesy.  I  did  not  intend  to  trespass  so  long  upon 
its  time. 

THE  CHAIRMAN :  We  are  mindful  that  the  hour  of  ad- 
journment is  drawing  near,  Mr.  Beck,  and  wanted  to  utilize 
what  time  is  possible. 

BY  MR.  HUGHES: 

Q.  Now,  without  reference  to  any  relation  that  may  exist 
between  the  facts  you  have  mentioned  and  the  amount  of 
salaries  that  may  be  properly  paid,  it  is  entirely  proper  that 
there  should  appear  upon  the  record  the  growth  of  your  com- 
pany as  indicated  in  the  many  ways  which  you  have  men- 
tioned, and  it  is  proper  that  all  the  distributions  of  that  growth 
should  be  well  understood.  Now,  in  the  first  place,  when  your 
assets  increase,  that  increase  is  from  the  moneys  that  have 
-been  paid  to  you  by  policyholders,  or  the  investment  at  a 
:profit  of  such  moneys,  is  it  not?     A.  No. 

Q.  What  is  it?  A.  It  is  the  money  that  is  paid  to  give 
the  benefit  of  life  insurance  to  them  and  to  every  other  future 
applicant  for  insurance  that  shall  make  application  to  the 
company  so  long  as  its  energies  continue  to  be  exercised  in 
that  direction. 
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Q.  I  think  that  you  misunderstood  my  question.  I  am; 
referring  now  to  the  sources  of  those  moneys,  which  you: 
stated  as  the  assets  of  the  company.  Their  source  is  the 
payment  by  policyholders  and  the  profitable  use  of  the  moneys, 
which  policyholders  have  paid  into  the  company?  A.  No,, 
sir. 

Q.  What  is  it?  A.  I  rest  my  answer  on  the  question  of 
profitable  use.  It  is  an  entire  misconception  of  the  function 
of  the  life  insurance  company 

Q.  Well,  put  it  right.  A.  To  consider  it  as  a  company  or- 
ganized for  the  benefit  of  making  money  or  of  declaring  divi- 
dends to  the  person  who  pays  the  premium  to  the  company. 
The  object  of  what  is  called  a  mutual  company — it  is  not  a 
mutual  company  mainly  because  it  can  elect  a  certain  number 
of  men  directors,  and  every  policyholder  has  a  right  to  cast 
a  vote  in  person  for  a  director  or  to  send  a  proxy  for  it — that 
isn't  what  makes  a  mutual  company.  It  isn't  only  partici- 
pation in  the  results  of  the  business  for  this  year,  but  it  is 
carrying  on  the  work  which  was  in  contemplation  of  the 
founders  of  the  mutual  system  in  this  country — it  wasn't  so 
in  England,  for  in  England  life  insurance  was  originally  a 
money-making  scheme ;  it  was  an  investment  scheme ;  it  was 
proprietary  and  the  men  who  put  their  money  into  that  ex- 
pected to  get  a  dividend  on  their  investment,  and  they  little 
by  little — perhaps  they  admitted  policyholders  to  a  partici- 
pation in  what  were  in  that  case  the  profits  on  the  business 
to  be  divided  among  them  from  time  to  time.  When  the 
Mutual  Life  Insurance  Company  was  established  I  believe 
there  was  a  little  company  in  Pennsylvania,  the  Clergy  Mutual 
League — there  are  plenty  of  gentlemen  here,  I  suppose,  who 
are  specialists  in  that  matter  and  can  tell  me  whether  I  arrn 
right  or  not — that  was  doing  a  kind  of  life  insurance  on  a  sub- 
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scription   plan,   something  like   that  of   the   assessment   com- 
pany to-day  or  other  fraternal  orders. 

But  the  Mutual  Life  Insurance  Company  was  or- 
ganized upon  the  theory  of  the  men  who  instituted 
it  at  that  time  that  it  was  a  great  beneficent  mis- 
sionary institution  to  extend  the  benefits  of  life  in- 
surance as  far  as  possible  within  the  limits  of  safety  and 
as  far  as  were  practicable  into  every  town  and  hamlet  of  this 
country.  Europe  wasn't  thought  of  at  that  time,  but  it  was 
to  extend — it  was  a  mutual  company  to  extend  the  business 
of  life  insurance.  Profits  weren't  thought  of,  weren't  dreamed 
of.  That  is  what  it  was  put  there  to  do — that  is  what  the 
company  was  organized  to  do  and  that  was  what  I  was  put 
there  to  do  when  I  was  elected  president  of  the  company,  to 
extend  the  benefits  of  the  life  insurance  company  to  every 
person  who  would  be  brought  in,  and  if  you  should  choose 
to  put  it  so,  whether  at  the  temporary  or  permanent  expense 
of  the  man  already  insured  in  the  company  or  not.  It  made 
very  little  difference.  It  wasn't  the  object  to  declare  a  dividend 
to  a  man;  it  wasn't  the  object  that  he  should  carry 
a  policy  of  $2,500  or  $3,000  and  pay  a  premium  of  19.28, 
or  whatever  it  might  be,  and  then  at  the  end  of  the  year  get 
$7,  and  go  home  and  spend  it  for  cigars.  The  object  was  to 
insure  as  many  men  as  possible,  and  to  pay  them  at  the  time 
of  their  death,  and  not  during  their  life-time  one  penny.  Div- 
idends weren't  thought  of,  excepting  as  they  were  rever- 
sionary additions  to  the  policies,  and  to  a  certain  extent  what 
you  call  profit  wasn't  thought  of,  nor  the  element  of  expense 
wasn't  thought  of,  because  it  was  conceived  by  those  men 
in  the  early  day  that  this  was — as  I  have  said  it  was  a  mutual 
association  for  mutual  benefit  to  bring  not  only  myself  into 
this  thing,  and  that  I  might  get  a  policy  on  my  life  or  that  ray 
wife  and  children  might  get  it,  but  that  I,  in  carrying  out  this 
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beneficent  idea  should  induce  my  friend  and  my  neighbor 
and  everybody  else,  or  that  agents  should  be  employed  to  do 
it,  to  come  in,  and  even  if  it  did — if  it  did  necessitate  the  ad- 
vance from  my  payments  for  the  time  being  or  even  per- 
manently— the  object  was  based  upon  the  conviction  that  every 
man  ought  to  carry  life  insurance  as  a  benefit  to  his  family, 
to  the  community  and  to  the  world  and  to  civilization  at 
large,  and  that  was  the  object  of  it.  And  that  is  why  I  say 
when  you  introduce  the  word  profit — in  the  foundation  of  the 
Mutual  Life  Insurance  Company  the  idea  of  profit  was  en- 
tirely absent.  The  charter  of  the  Mutual  Life  Insurance 
Company  provided  that  when  $500,000  of  insurance  was  sub- 
scribed and  the  premiums  paid  that  then  it  should  commence 
business  without  a  dollar  of  capital  or  anything,  but  that 
which  was  paid  in  by  the  premiums  of  those  early  promoters. 
They  didn't  take  it  to  make  a  profit  out  of  it.  I  doubt  whether 
one  of  them  ever  had  any  idea  of  what  the  result  of  it  would 
be.  They  did  it  from  a  pure  spirit  of  philanthropy  and  benev- 
olence to  start  a  company  which  they  believed  to  be  a  mis- 
sionary enterprise,  so  to  speak.  I  don't  want  to  talk  cant 
about  it,  but  that  was  the  object  of  it.  The  charter  of  the 
Mutual  Life  Insurance  Company  provided  that  any  premium — 
that  no  premium  if  paid  into  the  company  should  ever  be 
returned  to  anybody  except  in  the  form  of  reversionary  in- 
surance with  the  policy  when  it  matured  by  the  death  of  the 
insured.  It  provided  that  any  person  who  ceased  to  pay  his 
premium  to  the  company,  utterly  in  defiance  of  the  present 
idea  of  inherent  right  of  policyholders  to  any  part  of  their 
reserve  or  anything  of  the  kind,  it  was  recognized  by  these 
early  people  who  founded  the  Mutual  Life  Insurance  Com- 
pany— it  provided  for  every  dollar — that  if  a  man  ceased  to 
pay  his  premium  the  whole  money  previously  paid  should 
be  forfeited  to  the   company  and  should  be   added  to  those 
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policies  which  persisted  in  remaining  members  of  the  com- 
pany. That  is,  I  say— I  don't  want — the  Chairman  is  tallying 
about — .     Have  I  gone  on  too  long,  Mr.  Chairman? 

MR.  HUGHES:  Well,  you  have  made  a  very  full  ex- 
planation and  treated  it  as  a  missionary  enterprise.  The  ques- 
tion comes  back  to  the  salaries  of  the  missionaries  ?  A.  Well, 
all  right. 

Q.  Now,  in  connection  with  that  you  have  produced  a  state- 
ment which  you  are  entitled  to  have  fully  considered  of  the 
growth  of  this  company.  Now,  what  I  want  to  direct  your 
attention  to  is  this :  You  spoke  of  a  certain  quantum  of 
assets  and  of  the  increase  of  these  assets  from  year  to  year. 
I  simply  wanted  to  know  where  the  money  came  from.  A.  It 
comes  from  the  policyholders. 

Q.  Yes,  it  comes  from  the  policyholders.  Well,  some  of  it 
comes  in  the  interest  on  bonds  ?     A.  Yes. 

Q.  Some  of  it  comes  in  the  way  of  dividends  on  stocks? 
A.  Yes. 

Q.  Some  of  it  comes  in  the  way  of  rents  upon  real  prop- 
erty?   A.  Yes. 

Q.  That  is  what  I  meant  by  profitable  use,  that  you  in- 
vested your  moneys  and  you  got  the  return.  A.  Then  I  beg 
your  pardon  for  boring  the  gentlemen  of  the  Committee  and 
yourself  -with  such  an  unnecessary  scream. 

Q.  Not  at  all.  Then  the  moneys  came  in  this  way,  the 
premiums  that  are  paid  in,  and  secondly,  the  income  derived 
from  the  investment  of  those  moneys  or  the  increment  in  the 
investment  itself?     A.  Yes. 

Q.  For  example,  take  the  mere  matter  of  increment:  I  find 
in  last  year  there  was  a  gain  in  market  values  of  the  prop- 
erties held  by  your  company  of  some  nine  millions  of  dollars, 
and  that  amount,  of  course,  in  part  made  up  the  gain  or  in- 
crease of  assets  for  that  year?    A.  Yes. 
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Q.  Now,  that  we  may  understand  what  these  large  figures 
mean,  in  the  first  place  when  you  increase  your  assets  as  an  in- 
surance company,  you  at  once  increase  your  liabilities,  do  you  not  ? 
A.  No,  sir,  not  technically. 

Q.  You  have  spoken  of  $9,000,000  of  increase  of  the  assets 
of  the  company.  That  may  have  been  the  result  of  judicious  in- 
vestment and  the  rise  of  those  stocks  in  value?  Yes,  but  apart 
from  that,  when  you  get  a  premium  ?  A.  When  I  g'et  a  premium, 
of  course,  there  are  two  sides  to  the  question.  There  is  a  liability 
on  the  one  side  and  the  premium  on  the  other. 

Q.  In  other  words  you  said  that  the  assets  now  were  $440,- 
978,000?    A.  Yes,  sir. 

Q.  Or  were  at  the  end  of  last  year.  Now,  against  that  you  figure 
on  a  liability  by  virtue  of  your  outstanding  insurance  computed 
with  reference  to  the  present  worth  of  those  obligations  upon  a  4 
per  cent A.  Three  and  a  half  per  cent. 

Q.  On  a  three  and  a  half  per  cent  basis  since  1897  of  $366,- 
620,000?    A.  Right. 

Q.  So  that  the  figures  that  you  have  given  as  the  assets  of 
the  company  must  be  considered  in  the  light  of  the  responsibilities 
of  the  company  and  the  increase  of  the  assets  in  the  light  of  the 
increase  of  the  liabilities  of  the  company  to  those  who  pay  prem- 
iums to  it.    That  is  so,  isn't  it?    A.  Well,  I  suppose  so. 

Q.  Certainly.  So  that,  when  you  wish  to  get  at  an  index  to  the 
real  prosperity  of  the  company  you  must  have  a  gain  and  loss  ex- 
hibit of  to  just  what  extent  at  the  end  of  the  year  you  are  ahead 
net  of  the  point  which  you  had  reached  at  the  end  of  the  year  be- 
fore. That  is  right,  isn't  it?  A.  That  gain  and  loss  exhibit  had 
no  relation  whatever  in  the  testimony  that  Mr.  Beck  has  oiTered 
here  on  my  behalf  to  the  results  of  my  labors.  That  has  no  rela- 
tion to  that  at  all,  if  you  will  allow  me  to  say  so. 

Q.  But  apart  from  what  Mr.  Beck  had  in  mind,  or  what  you 
had  in  mind,  that  we  may  understand  just  when  it  is  that  a  mutual 
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life  insurance  company  is  prosperous,  and  the  extent  of  its  pros- 
perity, we  must  take  up  not  simply  a  volume  of  assets,  not  simply 
an  increase  of  income,  not  simply  the  payments  which  it  may  have 
made  in  a  given  time,  but  we  must  take  up  the  items  of  gain  in  a 
particular  period  or  loss  in  that  period,  and  the  net  gahi  which 
has  been  made,  isn't  that  so?  A.  Not  necessarily  so,  no.  It  is  a 
motto  that  we  have  used  somewhat  in  our  advertising  circulars, 
"The  best  company  is  the  company  that  does  the  most  good." 

Q.  To  whom?  A.  And  you  have  got  to  realize  and  have  got 
to  take  into  consideration,  what,  as  I  say,  the  company  was  char- 
tered for  and  the  amount  of  business  it  is  doing.  The  amount 
of  new  business  very  largely  indicates  the  prosperit}',  which  is 
another  name  for  the  success  of  the  company,  and  even  if  we 
should  do  a  very  large  new  business  which  should  encroach  some- 
what for  the  time  being,  or  should  encroach  somewhat  upon  the 
surplus  of  the  company,  that  is  no  indication  that  the  company  is 
doing  a  bad  business;  simply  an  indication  that  it  is  doing  what 
it  was  chartered  to  do,  extending  its  business  and  extending  its 
benefits,  and  prospering  in  that  .=ense  of  the  word. 

O.  Of  course,  the  philanthropy  which  you  have  in  mind . 

A.  Yes,  philanthropy.  But  I  claim  that  it  is  a  philanthropic 
enterprise,  and  that  the  estimation  in  which  life  insurance  com- 
panies have  been  held  in  late  years  has  been  a  wrong  one  entirely, 
and  that  they  have  been  held  to  be  money  making  affairs  for  the 
sake  of  the  polic3'holder,  and  the  annual  return  to  him  in  his  divi- 
dends, and  it  has  obscured  the  whole  object  of  a  mutual  life  insur- 
ance company,  what  it  was  intended  for  and  what  to-dav  it  is 
doing. 

Q.  Well,  that  is  a  very  interesting  line,  Mr.  McCurd^•.  A. 
Well,  that  is  my  belief. 

O.  Do  I  understand  you  that  you  regard  yourself  as  charged 
primarily  with  the  duty  of  extending  insurance,  although  it  may 
be  extended  at  the  expense  of  the  policyholders,  and  it  would  be 
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more  profitable  to  them  to  have  it  curtailed?  A.  I  do.  That  is 
the  view  I  take  of  the  Mutual  Life  Insurance  Company,  and  that 
every  person  who  goes  in  insurance  companies  gets  insured  on  that 
basis,  and  with  that  obligation,  that  the  object  of  that  company  is 
to  diffuse  itself  as  widely  as  possible,  and  that  it  is  an  obligation 
that  every  person  ought  to  understand  when  he  takes  a  policy 
of  life  insurance,  that  he  isn't  doing  it  wholly  for  his  own  benefit, 
but  he  is  participating  in  a  g'reat  movement  for  the  benefit  of 
humanity  at  large,  and  for  every  other  person  who  comes  in  and 
takes  a  policy  in  that  company,  and  in  that  way  joins  his  brother- 
hood. It  is  the  basis  of  the  fraternal  orders,  as  I  believe  they  are 
called,  masonry  and  other  things,  that  a  life  insurance  company 
is  an  eleemosynary  institution  to  a  very  large  extent.  I  have  al- 
ways believed  that  all  my  life  and  I  believe  it  to-day. 

Q.  We  will  come  back  to  the  point  of  departure  a  moment  later, 
but  that  is' so  interesting  I  want  to  follow  it  for  a  moment.  You 
understand,  of  course,  whatever  philanthropy  in  your  undertaking 
must  have  an  economic  basis.  A.  Yes,  in  my  philanthropy.  In  a 
great  many  philanthropies  there  isn't  any  economic  basis. 

Q.  But  in  the  insurance  philanthropy  it  is  essential  that  there 
should  be  an  economic  basis  ?    A.  Yes,  sir. 

O.  You  don't  propose  to  give  insurance  away,  do  you?  A. 
No,  though  some  people  say  we  do.  We  don't  do  it  unless 
we  can  help  ourselves. 

Q.  We  will  come  to  that  later.  You  don't  intend,  for  ex- 
ample, to  extend  the  benefits  of  insurance  over  the  Orient  at 
the  danger  of  your  compan)',  at  the  expense  of  American 
policyholders?  A.  No,  I  think  that  would  be  extremely  in- 
jurious. 

Q.  Don't  you  know  that  it  is  necessary  every  time  you 
issue  a  policy  in  every  country  to  have  a  secure  basis  for  the 
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payment  of  whatever  that  contract  may  call  for?  A.  Oh,  yes; 
oh,  yes,  undoubtedly. 

Q.  And  don't  you  know  that  basis  will  soon  be  rendered 
insecure  if  the  expenses  of  your  company  exceed  what  is 
allotted  to  the  carrying  on  of  your  business  ?  A.  If.  the  com- 
pany is  going  down  hill  and  losing  money  and  the  expenses 
are  attaining  an  undue  relation  to  the  other  conditions  of  the 
company,  of  course,  it  is  in  a  bad  way,  and  it  is  going  to  ruin, 
Lut  when  to-day,  or  to-morrow,  something  may  turn  up  in 
the  change  in  the  mortality  rate,  as  you  have  probably  seen, 
where  all  these  diagrams  show  the  varying  experiences  of 
year  by  year  and  all  that  sort  of  thing,  if  you  are  going  to  be 
scared  every  time  the  mortality  rate  goes  up  above  the  average, 
why  you  wouldn't  do  much  life  insurance. 

Q.  Has  this  matter  of  philanthropy  figured,  largely  in  the 
circulars  which  the  Mutual  Life  issues  in  order  to  induce 
people  to  insure?  A.  Well,  yes,  I  think  it  has,  inferentially, 
yes. 

Q.  Well,  directly,  have  you  ever  stated  to  the  people  whom 
you  asked  to  take  insurance  in  your  company,  that  you  don't 
regard  your  duty  primarily  to  make  the  transaction  a  beneficial 
one  to  the  policyholders,  but  that  you  will  go  on  in  an  en- 
deavor at  his  expense?  A.  I  think  that  much,  particularly  of 
the  early  literature  of  the  company,  all  bears  that  construc- 
tion. 

Q.  Well,  how  about  the  hterature  of  the  last  ten  years? 
A.  I  have  told  you  that  I  think  that  the  aim  and  object  of  life 
insurance  in  recent  years  has  been  very  much  obscured  by 
taking  an  entirely  improper  view  of  the  object  of  life  insur- 
ance, and  considering  it  as  a  money-making  operation  for  the 
Individual  and  not  as  an  institution  in  which  all  should  par- 
ticipate for  the  common  good  and  not  for  the  selfish  good  of 
the  individual. 
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Q.  How  has  it  happened  that  it  has  been  obscured  when, 
you,  as  the  president  of  your  company,  had  full  opportunity 
to  make  it  clear?  A.  Because  I  have  done  the  best  I  could 
under  the  circumstances. 

Q.  Well,  what  are  the  circumstances  which  have  interfered 
with  your  efforts  ?  A.  The  circumstances  are  very  swift  com- 
petition from  very  strong  and  active  and  ingenious  com- 
petitors. 

Q.  Do  you  mean  that  it  would  not  do  to  have  your  views 
upon  that  subject  well  known?  A.  Now,  now,  now,  Mr.. 
Hughes. 

Q.  What  do  you  mean  by  swift  competition?  A.  I  mearr, 
the  other  fellows  are  doing  just  as  much  to  beat  me  as  I  am; 
doing  to  beat  them,  and  I  have  to  meet  the  market.  Now>. 
don't  let  us  get  into  sparring  about  things. 

Q.  Now,  then,  to  come  back  to  the  point  where  we  were,, 
whether  you  look  at  this  as  a  philanthropic  enterprise,  or 
whether  you  look  at  it  as  one  in  which  the  policyholders  have- 
put  up  a  certain  amount  of  money  upon  the  basis  of  certain 
calculation  which  you  have  made  and  with  the  inference  that, 
they  will  get  after  an  efificient  and  economical  administration! 
all  that  they  should  have  in  return,  have  you  in  your  mind' 
any  line  which  you  would  draw  with  regard  to  the  expense, 
of  salaries  of  executive  officers?  A.  There  is  no  rule  for  the- 
salaries  of  executive  officers.  There  can't  be  any  except  the 
appraisal  put  upon  them  by  the  trustees  or  directors  of  the 
company,  who  under  the  obligation  of  their  sense  of  duty  and 
their  knowledge  of  the  character  and  capacity  of  the  men 
that  they  are  fixing  the  salaries  of,  and  the  amount  of  work 
that  they  perform.  They  don't  get  executive  officers  of  a 
life  insurance  company  or  leaders  of  the  Bar  by  the  yard  or 
by  the  bushel.  They  are  entitled  to  what  they  are  worth  and 
what  they  have  proved  themselves  to  be  worth. 
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Q.  Do  I  understand  that  the  matter  of  the  placing  of  your 
salary  was  ever  brought  before  the  Board  of  Trustees?  A. 
Never  was  and  never  would  be,  and  never  is.  No  salary  is 
ever  brought  before  the  full  Board  of  Directors. 

Q.  Have  the  trustees  of  your  company  known  the  salary 
you  were  receiving?  A.  They  have  if  they  wanted  to,  every 
one  of  them. 

Q.  Do  you  know  whether  they  have?  A.  No,  I  do  not,  be- 
cause it  was  not  necessary  that  it  should  be  so  made.  It  was 
in  the  power  or  authority  of  the  Committee  on  Salaries,  so 
constituted  and  always  existing  from  the  time  to  which  the 
memory  of  man  runneth  not  to  the  contrary,  I  believe  that  the 
Committee  on  Salaries  always  had  the  right  to  fix  the  salaries 
of  executive  officers,  and  they  have  done  that.  Now,  if  you 
will  allow  me  to  say,  Mr.  Hughes,  why,  for  instance,  the  g'eneral 
manager  testified  the  other  day  he  did  not  know  what  mv 
salary  was. 

Q.  I  would  be  glad  to  have  it  stated.  A.  The  vice-president, 
Mr.  Granniss,  testified  at  the  first  meeting  of  this  committee  that 
fie  did  not  know  what  my  salary  was.  That  is  true.  And  whether 
right  or  wrong,  it  was  based  upon  the  experience  of  the  company 
— oh,  in  the  old  times,  well  I  cannot  give  dates,  but  in  all  events 
along  about  midway  in  the  administration  of  my  predecessor,  used 
to  be  the  habit  of  the  finance  committee  to  fix  the  salaries  and 
review  the  salaries  of  every  person  in  the  office,  officers  and  heads 
of  departments  and  clerks  just  before  the  annual  meeting,  and 
the  list  so  found  by  the  Finance  Committee  was  handed  down  to 
the  cashier  to  be  disclosed  after  the  meeting  of  the  Board  of 
Trustees,  which  was  assumed  to  have  ratified  the  action  of  the 
Finance  Committee.  The  force  was  small  then,  if  I  recall  some- 
thing not  over  fifty.  To-day.  the  clerical  force  is  about  600,  and 
the  clerical  force  and  what  I  might  call  the  police  force,  I  do  not 
mean  officers,  but  people  who  take  care  of  the  building,  about  a 
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thousand  people  emploj-ed  at  the  home  office.  At  that  time  there 
was  about  50  people  in  the  clerical  force  of  the  company,  and  they 
used  to  stand  in  rows  and  wait  until  the  cashier  gave  out  the  list 
of  the  increases  in  the  salaries.  It  produced  dissension,  jealousy, 
charges  and  counter-charges,  and  I  recollect  one  instance  when, 
after  an  annual  meeting  of  that  kind,  there  was  an  extreme  dis- 
turbance and  disorder  among  the  clerks  by  reason  of  that.  So  my 
predecessor,  at  all  events,  came  to  the  conclusion  that  the  amount 
paid  by  the  company  to  any  individual  in  the  service  of  the  com- 
pany was  a  matter  between  himself  and  the  company  and  only 
such ;  that  it  was  not  conducive  to  the  discipline  of  the  company 
that  the  knowledge  of  what  was  paid  should  be  distributed, — 
should  come  from  the  office  at  all  events  officially,  and  he  gave 
orders  to  the  cashier  and  did  before  my  time  that  he  was  to  con- 
sider himself  forbidden  to  disclose  the  salary  paid  to  any  official 
or  clerk  of  the  company  to  any  other  official  or  clerk 
of  the  company.  Of  course,  lie  could  not  prevent  them 
from  comparing  notes  and  one  asking  the  other  if  they  chose. 
That  has  grown  to  be  the  custom,  and  although,  as  far  as  I  know, 
as  I  say,  clerks  may  exchange  information  and  make  inquiries 
and  try  to  find  out  among  each  other,  nobody  is  compelled  to  dis- 
close what  his  salary  is,  and  among  the  principal  officers  of  the 
company  I  suppose  there  is  a  feeling  of  self-respect  and  delicacy 
which  prevents  them  from  prying  into  their  neighbor's  affairs,  so 
the  fact  is,  and  I  believe  it  is  absolutely  true,  that  unless  through 
some  accidental  circumstance,  very  few  of  the  chief  officers  of  the 
Mutual  Life  Insurance  Company  know  what  the  salaries  of  the 
olher  officers  are.  It  has  always  been  the  custom  of  the  company, 
not  from  any  motive  of  concealment  or  anything  of  the  kind,  but 
because  my  predecessor  in  his  experience  determined  that  it  was 
a  matter  of  wisdom,  that  the  salaries  should  not  be  so  disclosed 
in  his  government. 

Q.  That,  of  course,  would  apply  more  to  the  question  of  the 
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clerical  salaries  than  to  the  salaries  of  the  executive  officers? 
A.  No,  sir,  no,  absolutely  to  the  executive  officers  as  well.  It  has 
always  been  the  custom  since  long  before  my  time. 

O.  Then  the  Committee  on  Salaries  fixes  the  salaries  ?    A.  The 
Committee  on  Salaries. 

O.  Do  they  consult  with  you?     A.  Well,   generally  about- 
well,  not  of  late  years.     I  fear  I  do  not  want  to  lead  you  into 
any  b}-wa>'s,  but  I  am  a  layman  and  have  been  so  long  in  the 
habit  or  out  of  the  habit  of  concentrating  my  mind  that  perhaps 
I  wander  around  and  talk  too  much,  but  the  fact  is  that,  four 
years  ago  I  think  it  is,  the  great  increase  in  the  number  of  the 
clerical   forces  became  a  burden  upon   the   Finance  Committee. 
They  could  not  properly  attend  to  the  fixing  of  the  salaries  of 
every  clerk  in  the  office  and  scarcely  of  the  executive  officers. 
They  wanted  to  be  relieved  as  trustees  from  solicitation,  and  to 
look   after    this    man's    salary   and   that   man's    salary   and   this 
man's     nephew     and     that     man's     uncle     and     all     that     sort 
of     thing,     and     the     number     grew     so     you     could     readily 
see     where     there     are     four     or     five     hundred     clerks,     not 
even  the  president  knows,  and  he  cannot  know  by  sight  even 
half  of  them,  and  he  can  know  very  little  about  the  qualities  and 
value  of  the  services  except  as  reported  by  the  head  of  the  depart- 
ment, but  it  had  grown  so  cumbersome  and  there  were  so  many  of 
them  that  the  importunities  on  the  trustees  whether  they  were  on 
the  Finance  Committee  or  not,  and  all  the  executive  officers  were 
submitted   to — because    if   there   were   fifty   clerks   there    would 
only  be  fifty  men  trying  to  pull  your  leg,  and  where  there  are  five 
hundred  it  is  quite  a  different  proposition — and  then  I  studied  the 
matter  and  endeavored  to  get  at  a  system  of  classification  of  all 
the  clerks  in  the  company  whereby  a  permanent  salary  should  be 
attached  to  each  desk,  and  that  that  should  be  the  salary  of  that 

desk  no  matter  who  occupied  it . 

Q.  Pardon  me  for  interrupting  you,  but  I  am  not  specially  in- 
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terested  in  this  matter  of  clerical  salaries  or  the  machinery,  but  I 
was  directing  your  attention  to  executive  salaries  ?  A.  Well,  that 
is  just  it.  I  wanted  to  show  why  it  was  that  the  Finance  Com- 
mittee had  devoted  themselves  of  late  only  to 

Q.  Clerical?  A.  Had  dismissed  all  the  clerical  salaries  and 
devoted  themselves  exclusively  to  the  salaries  of  executive 
officers. 

Q.  I  thought  that  was  left  to  the  Committee  on  Salaries?  A 
No,  not  the  fixing  of  the  salaries,  that  is  just  it,  not  the  fixing  of 
the  salaries  of  the  clerical  force. 

0.  But  the  executive  officials?  A.  The  executive  officers  are 
left  to  the  Committee  on  Salaries. 

Q.  There  was  a  matter  which  came  up  this  morning  which  it  is 
proper  should  be  finished  so  far  as  it  can  be,  or  so  far  as  3'our 
testimony  is  concerned.  That  is  the  matter  of  campaign  contribu- 
tions. Will  you  please  state  fully  just  what  campaign  con- 
tributions to  political  parties  have  been  made  directly 
or  indirectly  by  your  company  or  which  you  have  any 
information?  A.  I  have  no  personal  knowledge,  but  I  do  not 
doubt  that  in  the  campaign  of  1890  a  substantial  contribution  was 
made  by  the  Mutual  Life  Insurance  Company  to  the  Republican 
Party. 

O.  1890?     A.  What  was  the  first   Bryan  campaign? 

Q.  You  mean  the   McKinley-Bryan  campaign?     A.  Yes. 

O.  1896,  the  first  one?     A.   1896. 

Q.  Was  a  contribution  made  to  either  political  party  in 
1892?  A.  1892,  no,  I  think  not.  That  was  before — the  first 
Bryan  campaign  was  in  1896. 

Q.  The  first  Bryan  campaign  was  in  1896?     A.  Yes. 

Q.  In  1892  Mr.  Cleveland  was  re-elected.     A.  No. 

THE  CHAIRMAN:     Mr.  Hughes,  in  order  to  get  started, 
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will  you  kindly  ask  Mr.  McCurdy  whether  the  first  contribu- 
tion ever  made  by  the  company  was  in  1896? 

Q.  Will  you  answer  that  please,  was  the  first  contribution 
ever  made  in  1896?  A.  Yes,  that  was  the  first  contribution 
ever  made. 

Q.  Is  that  true  with  regard  to  State  campaigns  as  well  as 
national?  A.  I  never  heard  of  our  making  any  contribution 
to  State  campaigns. 

Q.  Either  before  or  since  that  time?  A.  Either  before  or 
since,  no. 

Q.  Then  the  first  political  contribution  of  any  kind  made 
by  your  company  was  in   1896?     A.  Yes. 

Q.  What  was  the  amount  of  that  contribution?  A.  That 
I  cannot  say. 

Q.  Who  could  say?     A.  Dr.  Gillette  can  tell  you. 

Q.  \\'hat  was  the  next  contribution  that  you  know  of  or 
have  any  information  about?  A.  Well,  the  two  Bryan  cam- 
paigns and  the  Parker  campaign  we  contributed  to, 

Q.  What  was  the  contribution  in  1900?  A.  That  I  could 
not  say  anything  about.  W^e  did  make  a  contribution,  I  know, 
in  a  general  way,  because  I  know  what  was  the  feeling  of  all 
my  trustees  and  members  of  the  Finance  Committee  in  regard 
to  it  and  the  undoubted  action  of  the  Alutual  Life  in  confor- 
mity with  the  action  of  other  large  interests  that  felt  that 
they  were  menaced  and  would  be  injured  by  the  triumph  of 
the  free  silver  doctrine  or   i6-to-l   measures. 

Q.  What  was  the  next  contribution?  A.  The  next  con- 
tribution was  in  1904. 

Q.  And  what  was  the  amount  of  that?  A.  That  I  could 
not  tell  you.     Dr.   Gillette  can  tell  you. 

Q.  What  other  contributions  have  been  made  to  campaign 
funds?     A.  None  that  I  know  of. 


185: 


Testimony  of  Richard  A.  McCurdy 

Q.  Do  you  know  of  the  one  that  was  made  to  the  Con- 
gressional committee?  A.  That  was — well,  I  never  heard  of 
it  before  until  the  other  day  and  I  was  not  aware  that  anything 
of  that  kind  had  ever  been  made. 

Q.  How  is  it  possible  that  moneys  can  be  paid  out  for  such 
purposes  by  your  company  without  your  knowing  anything 
about  it?  A.  Because  I  am  neither  the  treasurer  nor  the 
cashier  nor  the  auditor  of  the  company  nor  the  chairman 
of  the  Committee  on  Expenditures. 

O.  Yes,  but  you  are  the  president  of  the  company?  A.  I 
am  the  president  of  the  company. 

Q.  And  ex-ofificio  on  the  Finance  Committee?  A.  I  am 
ex-officio  on  the  Finance   Committee,  yes. 

Q.  Is  it  a  fact  that  payments  can  be  made  by  the  treasurer 
or  chairman  of  the  Committee  on  Expenditures — I  mean  that 
extraneous  to  the  business  of  your  company  in  its  ordinary 
routine,  without  your  knowledge  as  president  or  as  ex-ofificio 
on  the  Finance  Committee?     A.   Lots  of  them. 

Q.  Well,  what  are  they,  what  character?  A.  I  cannot 
imagine — you  can  do  the  imagining  if  you  want  to. 

Q.  Why  do  you  say  lots  of  them  ?  A.  I  mean  to  say  I  am 
not  charged  with  the  scrutiny  of  the  daily  payments  of  the 
Mutual  Life  Insurance  Company. 

Q.  These  are  not  daily  payments  in  the  sense  of  ordinary 
payments  in  the  course  of  the  insurance  business.  I  speak 
of  matters  which  would  ordinarily  be  outside  of  that.  A.  I 
should  have  to  have  my  eye  on  the  cashier's  window  every 
hour  of  the  day  if  I  was  to  stay  there  all  the  time  and  watch 
some  special  appropriation  or  payment  slip  through. 

Q.  What  do  you  rely  upon  to  secure  you  and  the  company 
against  a  payment  which  would  not  command  your  judgment? 
A.  I  rely  on  the  honest  men  by  whom  I  beheve  I  am  sur- 
rounded and  their  judgment  and  their  knowledge  and  their 
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opinion.  I  believe  every  one  of  them  are  honest  men  and  I 
know  that  the  action  of  the  officers  of  the  Mutual  Life  Insur- 
ance Company  of  New  York  reflect  in  all  cases  the  judgment 
of  the  Finance  Committee  of  that  company  and  the  influen- 
tial trustees  who  pay  special  attention  to  the  business  of  the 
company. 

O.  Then,  do  I  understand  that  if  one  of  the  vice-presidents 
of  your  company  wanted  to  give  $10,000  to  some  State  cam- 
paign in  a  distant  State  and  he  thought,  from  his.  personal 
standpoint,  it  was  a  good  thing  to  do,  he  could  do  it  and 
it  would  never  be  brought  to  your  attention?  A.  I  want  to 
say  this,  that  the  administration  of  the  Mutual  Life  Insurance 
Company  is  practically  the  joint  administration,  as  in  every 
company — there  are  always  four  or  five  men  about,  that  is 
about  all  there  are  in  any  corporation,  who  take  enough  in- 
terest and  have  the  requisite  leisure  and  knowledge  of  the 
business  to  look  in  every  day  and  participate  in  the  manage- 
ment. In  every  corporation  the  real  management  is  carried 
on  by  a  small  number  of  either  appointed  members  of  a  com- 
mittee officially  appointed  or  self-constituted  advisers  of  the 
president  and  officers  who  come  there  and  talk  about  things 
every  day.  Now,  there  has  been  from  the  origin  of  my  ad- 
ministration and  before  that  a  rule  of  unanimity.  I  have 
referred  a  great  deal  to  my  predecessor  because  I  would 
a  great  deal  rather  have  referred  to  my  predecessor, 
who  was  a  very  able  man,  than  I  would  to  myself,  and  I  have 
run  to  cover,  if  you  choose  to  put  it  so,  under  the  mantle  of  a 
very  great  man  in  the  business.  He  laid  down  the  principle 
that  he  would  never  have  a  vote  taken  in  the  Finance  Com- 
mittee upon  any  investment  of  money  by  the  company,  he 
would  not  have  any  man  going  away  from  the  Committee 
room  and  saying,  "I  voted  against  it  or  would  not  have 
voted    for    it    if    I    had    been    there."     He    took    the    position 
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that  every  vote  and  action  of  the  Finance  Committee  had 
got  to  be  unanimous.  If  it  was  not,  it  was  immediately  with- 
drawn and  that  was  the  end  of  it.  That  rule  of  the  Finance  Com- 
mittee permeated  the  action  practically  of  the  entire  Board  of 
Trustees,  and  came  to  be  the  adopted  rule  of  the  other  committees 
too,  and  I  have  never  known  in  the  twenty  years  and  upwards  that 
I  have  been  the  president  of  that  company,  I  have  never  known 
a  question-settled  in  the  Board  of  Trustees  or  any  committee  upon 
a  vote  by  name  or  even  by  number.  Now  the  result  is  a  feeling 
of  entire  confidence  upon  the  part  of  the  members  of  the  Finance 
and  other  committees  and  the  active  men  in  the  management  of 
the  affairs  of  the  company,  and  they  know  perfectly  well  that  the 
rule  which  governs  them  governs  also  the  executive  officers,  and 
that  while  not  one  of  them  would  advise  the  executive  officers  or 
would  do  in  the  administering  the  affairs  of  that  company  a  thing 
that  they  were  not  sure  would  have  the  consent  of  every  other  one 
of  the  trustees  or  members  of  the  committee,  they  know  the  execu- 
tive officers  are  bound  by  the  same  obligation  and  they  are  in  and 
out  every  day. 

Q.  It  is  a  case  of  mutual  confidence  ?  A.  It  is  a  case  of  mutual 
confidence. 

Q.  One  more  question  and  then  we  will  adjourn  to-day.  To 
whom  was  the  contribution  in  the  campaign  of  1904  paid?  A.  Oh, 
that  I  don't  know. 

Q.  Don't  know  anything  about  that?  A.  I  don't  know  any- 
thing about  that. 

MR.  HUGHES :  That  is  all  for  to-night. 

THE  CHAIRMAN :  The  Committee  will  stand  adjourned  to 
10.30  o'clock  to-morrow  morning.  Every  witness  under  subpoena 
including  the  witness  on  the  stand  will  be  here  without  further 
noti''e. 
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City  Hall,  New  York  City. 

October  ii,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  cliair. 

THE  CHAIRR4AN:  Gentlemen,  this  Committee  meets  this 
morning  for  the  purely  formal  purpose  of  the  announcement  of 
the  sad  death  of  the  Speaker  of  the  Assembly,  and  formally  ad- 
journing out  of  respect  to  his  memory. 

Mr.  Nixon  was  serving  his  fifteenth  year  as  representative  of 
one  of  the  districts  in  Chautauqua  County  and  his  seventh  con- 
secutive term  as  Speaker  of  the  Assembh'. 

He  was  a  singularly  great  hearted,  sympathetic,  able  man,  who 
had  that  nice  sense  of  proportion  of  men  and  conditions  that  made 
him  the  most  powerful  Speaker  within  the  memory  of  men  who 
are  now  in  the  Legislature.  He  possessed  the  friendship  of 
thousands,  dear  to  everyone  who  met  him,  and  affection  was  the 
real  foundation  of  the  friendships  he  made. 

I  know  of  no  one  in  the  State  who  possessed  more  of  influence 
nor  exercised  it  more  wisely,  nor  upon  whom  the  affairs  of  this 
State  were  more  largely  dependent  for  right  management  and  ad- 
.  ministration. 

The  loss  is  a  most  serious  one. 

It  is  the  third  time  since  this  Committee  has  been  in  session 
that  men  associated  with  us  have  been  stricken  :  First,  Mr.  Sackett, 
the  stenographer  to  this  Committee ;  then  Senator  Ambler,  and 
now  Speaker  Nixon. 
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It  is  the  saddest  day  that  I  remember  smce  1  have  been  3 
member  of  the  Legislature,  and  every  man  on  this  Committee  feels 
that  he  has  lost  a  very  dear  and  personal  friend.  It  would  be 
intolerable,  of  course,  to  attempt  to  continue  the  sessions  of  this 
Committee,  important  as  it  is  that  they  should  be  continued,  im- 
portant as  the  matters  are  that  are  being  considered,  after  such  an 
event  and  until  the  funeral  shall  have  been  held. 

Mr.  McKeen,  you  were  personally  acqainted  with  Mr.  Xixon. 
Do  you  desire  to  add  anything  to  what  I  have  said. 

MR.  :\IcKEEN:  Mr.  Chairman  and  gentlemen  of  the  Commit- 
tee: On  behalf  of  the  counsel  of  the  Committee,  I  take  sad 
occasion  to  supplement  briefly  the  words  that  have  been  put  on  the 
record  by  the  Chairman.  It  was  my  privilege  to  know  the  Speaker 
quite  well,  and  on  a  number  of  occasions  to  come  into  quite  close 
contact  with  his  official  actions.  It  is  perhaps  a  misfortune  of  our 
civilization  that  the  habit  has  grown  up  of  treating  men  in  public 
office  with  scant  praise,  and  often  the  habit  of  indulging  in  the 
most  unmerited  criticism. 

Speaker  Nixon  was  a  man  who  rarely  merited  criticism.  Like 
all  men  of  personal  force,  his  sense  of  duty  often  compelled  him  to 
override,  perhaps  somewhat  summarily,  the  wishes  ana  requests 
of  his  fellow  citizens.  He  was  a  man  who  had,  in  my  observa- 
tion, a  remarkably  keen  sense  of  the  responsibility  of  high  legisla- 
tive office,  and  he  was  a  man  who  had  on  all  occasions  the  courage 
of  his  convictions. 

I  know  that  the  counsel  for  your  Committee  feel'  regret  that 
anything  has  occurred  to  interrupt  the  continuity  of  the  sessions, 
particularly  at  this  juncture,  but  they  certainly  concur  in  the  feel- 
ing that  the  reason  which  impels  this  proposed  adjournment  is 
entirely  adequate,  and  that  it  is  most  proper  evidence  of  respect 
shown  to  the  Speaker. 

This  joint  committee  represents  the  Legislature  of  the  State 


1858 


Death  of  Hon.  S.  Frederick  Nixon 

in  activity  during  the  interval  between  sessions,  and  it  seems  to 
us  that  they  very  wisely  pay  this  token  of  respect  to  the  memory 
of  this  distinguished  legislator. 

MR.  PRENTICE :  Mr.  Chairman :  Although  it  has  for  some 
time  been  feared  and  almost  expected,  the  death  of  Speaker  Nixon 
is  a  profound  shock  to  me.  By  those  who  have  known  him  in 
the  Legislature  he  was  universally  loved  and  liked.  I  have  often 
wondered,  as  I  have  seen  his  course  there,  at  his  uniform  kindness 
and  absolute  fairness  and  impartiality  to  every  member  of  the 
Legislature,  whether  Democrat  or  Republican.  I  think  no  one 
touched  him  who  did  not  feel  that,  and  I  think  no  matter  whether 
he  granted  any  request  or  whether  he  had,  in  his  judgment,  to  re- 
fuse it,  that  the  man  who  asked  it  of  him  went  from  him  feeling 
that  he  had  been  treated  with  absolute  fairness  and  that  Speaker 
Nixon  had  done  all  that  in  his  judgment  he  thought  he  should  do. 
And  during  my  service  in  the  Legislature,  no  man  has  been  a 
stronger  character  and  wielded  more  influence  in  Albany  than 
Speaker  Nixon,  partly  because  of  the  loyalty  and  devotion  of  the 
members  of  the  Legislature  to  him  and  their  unbounded  confi- 
dence in  his  judgment,  and  partly  because  of  the  strong  character 
of  the  man. 

To  no  one  in  the  Legislature  should  greater  credit  be  given  for 
the  good  things  that  have  been  done  in  his  time,  and  for  the  un- 
wise things  that  have  been  prevented. 

The  death  of  Speaker  Nixon  is  an  extremely  great  loss  to  the 
Legislature  and  to  the  people  of  this  State. 

MR.  TULLY:  Mr.  Chairman,  it  seems  doubly  sad  that  the 
Speaker  should  be  taken  away  at  the  early  age  of  45  years.  Al- 
though he  had  been,  as  the  Chairman  has  stated,  for  seventeen 
years  in  the  Leg'islature,  he  was  yet  in  the  prime  of  life  and  in 
the  very  vigor  of  manhood.    Those  of  us  who  knew  him  well  were 
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perfectly  certain  that  he  was  destined  to  win  a  very  high  place  in 
public  life  in  this  country  had  he  been  spared.  He  had  mar- 
vellous qualities  of  leadership  and  of  control  over  men.  No 
presiding  officer  m  Albany  for  a  generation,  either  in  the  Senate 
or  in  the  Assembly,  kept  the  members  of  the  Legislature  so  well 
in  hand  for  perfectly  proper  things  as  Mr.  Nixon. 

In  a  narrow  sense  his  death  is  a  great  loss  to  the  Republican 
party. 

In  these  days  when  elements  and  factions  grow  up  in  the  parties 
there  are  at  times  men  who  seem  to  be  able  at  least  to  hold  the 
party  together  at  the  crucial  moment.  And  that  was  true  of  Mr. 
Nixon  as  it  was  of  no  other  man  in  my  generation  at  least.  He 
was  beloved  of  every  faction  of  the  Republican  party.  He  was  a 
strong  partisan,  but  never  a  bigot.  And  I  am  perfectly  sure  that 
his  death  will  come  as  a  personal  sorrow  not  only  to  the  members 
of  his  own  party,  but  as  a  very  great  sorrow  to  those  of  the 
opposite  party  who  served  in  the  Leg'islature  with  him. 

At  home  he  was  a  marvelously  popular  man.  It  is  a  curious 
thing  that  during  almost  all  the  time  he  was  in  the  Legislature 
he  was  also  a  member  of,  and  for  fourteen  years  Chairman  of 
the  Board  of  Supervisors  of  his  home  county.  He  was  re-elected 
chairman  while  he  was  on  his  death  bed. 

No  man  in  Chautauqua  County  fills  so  great  a  place  in  the 
hearts  of  the  people  as  the  Speaker.  His  death  is  indeed  a  very 
serious  loss  to  the  whole  State,  and  it  comes  as  a  very  acute 
sorrow  to  those  of  us  who  knew  him  so  well. 

MR.  RIORDAN :  Mr.  Chairman,  representing  on  this  occasion 
not  only  the  minority  of  the  Committee,  but  the  minority  of  both 
houses  of  the  Legislature,  I  move  that  as  a  mark  of  respect  to  the 
memory  of  our  friend  and  colleague,  the  Hon.  S.  Fred  Nixon, 
that  the  Committee  do  now  adjourn  until  Tuesday,  at  10.30  A.  M. 
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THE  CHAIRMAN :  The  resolution  is  unanimously  adopted. 

The  sergeant  at  arms  and  the  attendants  of  the  Committee  will 
hold  themselves  subject  to  the  direction  of  the  counsel  during  the 
interim. 

The  Committee  now  stands  adjourned  until  Tuesday  morning 
next  at  10.30  o'clock. 
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City  Hall,  New  York  City. 

October  17,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

THE  CHAIRMAN:  Those  occupying  the  first  two  rows 
of  chairs  who  are  not  witnesses  or  counsel  for  the  insurance 
companies  will  vacate  the  chairs,  please.  Those  two  rows  of 
chairs  are  reserved  for  witnesses  and  counsel. 

MR.  McKEEN :  Mr.  Chairman,  in  view  of  a  statement  at 
the  last  hearing,  embodied  in  a  statement  by  Mr.  Beck  as  to 
the  comparative  volume  of  the  assets  of  the  Mutual  Life  In- 
surance Company  and  the  three  great  banks  of  Europe,  it 
occurred  to  us  to  put  upon  the  record  the  actual  figures  as 
a  correction  of  the  inference  that  would  be  apparently  drawn 
from  Mr.  Beck's  statement,  and  figures  which  seem  to  us 
to  have  bearing  upon  one  of  the  questions  before  this  com- 
mittee. The  statement  made  by  Mr.  Beck  in  substance  was 
corroborated  by  the  witnesses  upon  the  stand,  that  the  assets 
of  the  Mutual  Life  Insurance  Company  exceeded  the  assefs 
of  the  Bank  of  England,  the  Bank  of  France  and  the  Bank  of 
Germany  combined.  We  have  ascertained  the  latest  reported 
assets  of  those  three  institutions,  and  also  by  cable  have  pro- 
cured the  statement  as  to  the  salaries  paid  to  two  of  the  chief 
officials.     Subject  to  further  verification,  but  with  the  asser- 
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tion  that  very  great  care  has  been  taken  to  verify  the  figures, 
I  will  read  them : 

The  assets  of  the  Bank  of  France  at  the  latter  part  of 
August,  of  this  year,  transmuted  into  American  currency,  were 
$1,222,075,000. 

The  assets  of  the  Bank  of  England  were  in  the  issue  de- 
partmejnt  $266,598,225  and  in  the  banking  department  $364,- 
956,500. 

The  assets  of  the  Imperial  Bank  of  Germany  were  $472,- 
945,000.     The  total  assets  of  the  three  banks  being  $2,226,- 

574,725- 

The   Mutual   Life's  assets   as  of  December  31,   1904,  were 

$440,978,371. 

It  will  therefore  be  perceived  that  instead  of  the  assets  of 
the  Mutual  Life  being  greater  than  those  of  these  three  in- 
situtions  combined,  the  excess  assets  of  those  three  institu- 
tions over  the  assets  of  the  Mutual  Life  was  $1,785,596,354. 

It  appears  by  information  cabled  to  us  that  the  salary 
paid  to  the  president  of  the  Imperial  Bank  of  Germany  is 
$30,000;  the  salary  paid  to  the  chief  governor  of  the  Bank  of 
England  is  2,000  pounds,  about  $10,000.  We  have  been  unable 
to  ascertain  the  salary  of  the  Bank  of  France. 

MR.  BECK :  Mr.  Chairman,  I  think  it  would  be  far  more 
satisfactory  if  opportunity  were  given  to  us  to  see  these  tele- 
grams and  to  learn  from  whom  they  come  and  upon  what 
authority  the  statements  are  made. 

THE  CHAIRMAN:  Mr.  Beck,  that  is  a  matter  for  con- 
ference with  our  counsel  and  not  for  discussion  with  the  Com- 
mittee. I  have  no  doubt  they  will  exhibit  to  you  any  data 
they  have  on  the  subject.  Let  us  not  waste  time  about  it  at 
least. 
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MR.  BECK:  May  I  just  say  one  thing,  Mr.  Chairman,  at 
least.  Unintentionally  I  misled  the  witness  on  the  stand,  and 
to  some  extent  the  Committee.  What  I  had  in  mind  and  in 
my  haste  failed  to  state  was  that  the  assets  of  the  Mutual  Life 
exceeded  the  capital  of  the  three  institutions  combined.  If 
Mr.  McKeen  will  be  good  enough  to  state  to  the  Committee 
the  capital  of  those  three  great  institutions,  I  think  he  will  find 
that  statement,  as  amended,  will  accord  with  the  facts. 

THE  CHAIRMAN:  You  and  Mr.  McKeen  fix  that  pri- 
vately and  let  us  not  waste  time  publicly. 

MR.  HUGHES :  As  the  Mutual  Life  has  no  capital,  I  sup- 
pose it  can  hardly  be  compared  with  the  capital  of  any  in- 
stitution. 

MR.  BECK:  That  is  a  perversion  of  what  I  said,  Mr. 
Hughes,  and  it  is  not  much  worthy  of  you. 

MR.  HUGHES:  I  am  sorry  you  take  it  so.  I  thought  it 
was  a  fact.     Will  you  take  the  stand,  Mr.  McCurdy? 

THE  CHAIRMAN:  Mr.  Hughes,  just  a  minute.  The 
sergeant-at-arms  will  keep  this  space  back  of  counsel  cleai 
and  also  a  passageway  down  this  side  of  the  chamber.  There 
must  be  a  passageway  maintained  there  for  witnesses  ana 
people  who  must  go  to  and  fro. 

RICHARD  A.  McCURDY,  recalled,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  McCurdy,  I  show  you  a  clipping  from  a  magazine. 
Will  you  state  whether  that  was  inserted  by  your  company? 
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A.  I    presume    so;    it  is    apparently    an    advertisement    of    the 
Mutual  Life  Insurance  Company. 

MR.  HUGHES:     I  offer  it  in  evidence. 

(Marked  Exhibit  270  and  read  by  Mr.  Hughes.) 

Q.  Was  this  advertisement  inserted  with  your  approval, 
Mr.  McCurdy?  A.  I  never  saw  it  before  in  my  life  that  I 
know  of. 

Q.  Have  you  any  knowledge  what  sort  of  circulars  are 
issued  by  your  company  and  advertisements  made?  A.  Some- 
times, when  I  see  them  in  the  papers,  and  other  times  not. 

Q.  No  more  knowledge  than  the  casual  readers  of  news- 
papers and  magazines  may  have?  A.  I  think  you  are  mixing 
up  there  the  functions  of  the  advertising  department  and  the 
actuarial  department  and  putting  them  on  me. 

Q.  Well,  I  merely  want  to  know  whether  you  know  any- 
thing about  them.  If  you  don't  you  can  say  so.  A.  As  a 
rule,  I  don't  know  anything  about  it.  I  didn't  sign  the  adver- 
tisement, if  that  is  what  you  mean.  The  official  title  of  the 
president  is  appended  to  all  sorts  of  advertisements. 
Q.  You  don't  keep  track  of  that  at  all?  A.  No. 
Q.  Even  the  general  supervision?  A.  No. 
Q.  I  notice  that  this  advertisement  contains  a  coupon  which 
can  be  cut  out  and  mailed,  the  purpose  being,  I  suppose,  to 
elicit  information  whic?h  may  lead  to  the  issuance  of  policies. 
Do  you  know  what  is  done  with  coupons  of  that  sort  that 
come  to  the  office  of  the  Mutual  Life  in  the  ordinary  routme 
of  business?  A.  That  is  a  very  common  way  of  advertising 
which  all  companies  adopt.  The  object  is,  I  take  it,  to  get 
the  proper  department  of  the  company,  who  has  charge  of 
those  things,  the  agency  department,  I  should  say,  in  relation 


1866 


Testimony  of  Richard  A.  McCurdy 

with  persons  who,  by  reading  the  advertisements,  may  be- 
come interested  in  the  subject  of  Hfe  insurance.  It  is  a  very 
common  way,  and  I  think  nearly  all  the  companies  adopt  that 
form,  and  practically  that  coupon. 

Q.  Do  you  know  what  is  done  with  the  coupons  when  they 
come  to  the  Mutual  Life's  office?    A.  No. 

Q.  Is  it  a  fact  that  they  are  turned  over  to  C.  H.  Raymond 
&  Company?     A.  I  don't  know  anything  about  it. 

Q.  Do  you  know  whether  there  is  any  effort  made  at  the 
home  office  to  deal  with  men  who  apply  direct  through  the 
means  of  coupons  and  issue  insurance  without  paying  com- 
missions?   A.  I  don't  know  anything  about  it. 

Q.  Have  you  ever  made  any  inquiries  with  reference  to  that 
matter?    A.  Never  had  occasion  to. 

Q.  The  Committee  and  its  counsel  are  in  receipt  of  a  large 
number  of  letters  from  policyholders  of  your  company  with 
reference  to  the  dividends  which  have  been  declared  or 
credited,  and  I  desire  to  call  your  attention  to  two  or  three 
of  them  for  the  purpose  of  eliciting  such  corrections  or  such 
comment  as  you  may  desire  to  make.  The  addresses  of  the 
policyholders  whose  letters  I  shall  read  in  part  are  open  to 
you,  as  well  as  the  original  letters  themselves,  and  those  that 
I  shall  refer  to  are  within  the  City  of  New  York,  so  that  the 
matter  of  verification  can  be  easily  made  and  attended  to. 

The  first  one  is  under  date  of  October,  1905.  The  part  of 
the  letter  I  shall  read  is  as  follows : 

"This  policy  was  taken  out  in  1865  on  the  ten-payment  life 
plan  for  three  thousand  dollars,  when  I  was  thirty-eight  years 
of  age.  You  will  notice  that  during  the  five  years  immediately 
following  the  payment  of  my  last  premium,  to  wit,  1876,  1877, 
1878, 1879  and  1880,  the  dividends  were  over  fifty  dollars.  The 
dividends,  according  to  the  Mutual's  letter  of  June  5,  must 
have  arisen  "exclusively  from   excess  interest  earned  above 
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four  per  cent.,'  and  assuming  this  to  be  true,  although  I  see 
no  reason  why,  as  a  Mutual  Policyholder,  I  should  not  par- 
ticipate in  all  the  profits  of  the  company,  I  cannot  believe 
that  the  interest  rate  has  declined  sufficiently  to  cut  my 
dividends  down  from  fifty-five  dollars  and  fifty  cents  in  1876 
to  thirty-nine  dollars  in  1881,  and  then  to  twenty  dollars  in 
1891,  and  to  three  dollars  in  1904,  especially  when  the  reserve 
of  this  policy  has  been  increasing  steadily  year  after  year, 
which  would,  of  course,  tend  to  keep  up  the  dividend." 

Enclosed  with  this  is  the  following  statement,  purporting 
to  have  been  furnished  the  policyholder  by  your  company, 
of  the  dividends  credited  by  way  of  addition  upon  the  policy 
in  question.  I  will  read  the  date  and  the  amount  of  the  addi- 
tion: 

i8ti6 $  97.86 

1867 124.08 

1868 127.20 

1869 126.89 

1870 Illegible 

1871 115.78 

1872 94.9s 

1872 160.79 

1873 173-09 

1874 95-36 

1875 110.15 

1876 55.50 

^^77 54-35 

1878 54.00 

1879 54.00 

1880 52.00 

1881 39.00 

1882 39.00 
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1883 40.00                          ' 

1884 40.00 

1885 40.00 

1886 33.00 

1887 33.00 

1888 27.01, 

1889 27.00 

1890 21.00 

1891 20.00 

1892 21.00 

1,                  1893 21.00 

1894 13.00 

189s 1300 

1896 13.00 

1897 1300 

1898 11.00 

1899 9.00 

1900 9.0a     -'' 

1901 9.00 

1902 9.00 

1903 9.00 

1904 3-00 

Q.  Before  dealing  directly  with  the  question  of  the  dividends 
credited  in  fhe  last  few  years,  it  would  be  proper  to  call  your 
attention  to  the  distinction  between  a  case  where  dividends  are 
credited  while  premiums  are  being  paid  upon  a  policy,  and  divi- 
dends that  are  credited  after  the  policy  has  been  paid  up.  During- 
the  period  in  which  premiums  are  being  paid,  I  presume  you 
recognize  the  fact  that  whatever  dividends  are  credited  are  due  to 
gains  which  are  because  of  the  calculation  or  the  necessities  of 
the  company,  upon  the  basis  of  its  calculations,  are  somewhat  less 
actually  than  they  were  estimated  to  be,  is  that  so  ?    A.I  want  to 
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make  one  general  remark,  if  you  will  allow  me,  Mr.  Hughes, 
and  that  is,  when  you  come  to  these  abstruse  calculations  of  divi- 
dends, and  so  on,  you  have  got  the  wrong  witness.  You  ought  to 
call,  in  fairness  to  me  and  the  company,  the  actuary  of  the  com- 
pany, who  can  answer  you  readily,  whose  mind  is  stored  with  all 
these  facts  and  figures  and  arguments  that  you  precipitate  upon 
me,  entirely  unprepared,  and  if  I  may  be  allowed  to  say  so,  with 
due  respect,  I  think  it  is  taking  an  unfair  advantage.  If,  for  in- 
stance, take  this  very  case — although  I  should  not  profess  to  be 
the  expert  on  such  questions  as  that,  that  the  actuary  of  the  com- 
pany is, — take  this  very  case.  If  you  had  been  good  enough  to 
let  me  know  a  day  before  the  nature  of  the  investi- 
gation, the  line  of  the  investigation  you  were  going  to 
follow,  and  what  I  might  be  expected  to  answer,  I  should 
have  been  very  glad  indeed  to  have  prepared  myself  to  answer 
you  as  well  as  I  could.  But  witnesses  are  brought  here  without 
any  knowledge  of  the  line  of  examination  that  is  to  be  followed, 
and  they  are  taken  entirely  unprepared,  and  I  must  say  that  I  do 
not  think  it,  is  fair  treatment.  On  the  other  hand,  if  the  Committee 
will  pardon  me  for  stating,  and  will  allow  me  to  state  my  views 
on  the  subject,  I  think  the  whole  course  of  this  investigation,  as  it 
is  called,  is  entirely  outside  of  what  was  in  contemplation  of  the 
Legislature  when  the  Committee  was  constituted.  It  was  an  in- 
vestigation into  the  conditions  of  life  insurance,  and  not  what  it 
is  commonly  called  in  the  newspapers,  an  inquisition.  And  Mr. 
Hughes,  himself,  with  all  due  respect,  has  been  g'enerally  desig- 
nated the  Chief  Inquisitor.  Now,  I  say  that  has  a  mediaeval 
sound,  and  not  entirely  in  accordance  with  the  ideas  of  the  present 
day,  exactly,  and  to  make  this  an  inquisition,  in  which,  as  has  been 
advertised  in  all  the  papers,  witnesses  are  to  be  put  upon  the  rack, 
and  all  that  sort  of  thing,  is  entirely  a  dififerent  conception  of  the 
functions  of  this  examination,  from  what  I  believe  the  Legislature 
contemplated  when  they  established  the  Committee  or  instituted 
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a  committee  to  look  into  the  conditions  of  life  insurance  with 
regard  to  future  legislation. 

Q.  This  is,  indeed,  an  inquisition,  Mr.  McCurdy,  in  the  very 
true  sense  that  it  is  an  inquiry  after  facts  which  this  Committee 
and  its  counsel  propose  to  get.    A.  All  right. 

Q.  Now,  we  shall  have  occasion  to  call  your  actuary,  and  it 
would  only  be  proper  that  questions  involving  any  mathematical 
calculations,  and  which  are  technical  and  abstruse,  if  any  such 
were  put,  should  be  put  to  the  actuary  of  the  company ;  but  you 
have  been  some  forty  years  with  this  insurance  company ;  you  are 
the  president  of  the  company,  and  you  get  for  your  responsibilities 
one  hundred  and  fifty  thousand  dollars  a  year.  I  want  to  know 
what  you  know  about  the  business  of  the  company.  A.  You  are 
trying  to  prove  me  a  fool. 

Q.  Without  commenting  upon  that,  which  obviously  requires 
no  comment,  Mr.  McCurdy,  I  want  to  ask  you  to  tell  me,  not  in 
great  detail,  or  with  reference  to  anything  abstruse,  but  in  the 
most  general  manner,  some  of  the  considerations  which  are  appli- 
cable to  the  course  of  the  business  of  your  company.  I  think  that 
is  a  proper  line  of  inquiry,  and  I  must  ask  you  to  answer  my  ques- 
tions as  best  you  can.  Now,  in  the  first  place,  during  the  time 
that  the  policy,  that  premiums  are  being  paid  upon  a  policy,  you 
recognize  the  fact,  do  you  not,  that  the  premiums  so  paid  are  cal- 
culated with  reference  to  a  supposed  rate  of  mortality,  a  supposed 
rate  of  insurance  which  the  company  will  earn,  and  also  with 
reference  to  the  estimate  of  the  amount  which  will  be  needed  to 
meet  the  liabilities  of  the  company.  Is  not  that  so?  A.  I  refer 
you  to  the  actuary. 

Q.  You  do  not  knovsr  as  to  that?  A.  I  refer  you  to  the 
actuary. 

Q.  Suppose,  for  example,  that  I  asked  you  whether  you 
would  recognize  this  to  be  a  correct  statement  (reading) : 

"The   life  insurance   company  in  calculating  the   rates  of 
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premiums  which  it  must  charge  in  order  to  be  perfectly  sure 
•of  carrying  out  all  of  its  contracts,  necessarily  makes  certain 
assumptions  for  the  future.  These  assumptions  are  of  three 
kinds ;  first,  it  must  assume  a  rate  of  mortality  to  be  expected 
among  its  insured  lives;  second,  it  must  assume  a  rate  of 
interest  which  it  may  expect  to  realize  upon  its  investments 
for  a  long  period  of  years  to  come,  and  third,  it  must  assume 
a  rate  of  expense  upon  the  premium  to  cover  the  cost  of  ad- 
ministration, taxes  and  all  expenses,  of  every  kind."  Is  that 
a  fair  statement?  A.  What  are  you  reading  from,  if  I  may 
ask. 

Q.  I  am  reading  from  a  paper  prepared  by  an  eminent  ac- 
tuary, Mr.  Weeks,  of  the  New  York  Life.  Would  you  recog- 
nize that  as  a  proper  statement?  A.  My  answer  to  that  is 
the  same  as  the  other.     In  any  criticism  of  a  technical 

Q.  This  is  not  a  matter  of  criticism,  it  is  merely  to  get  at 
the  general  course  of  your  business.  A.  In  any  comment  or 
explanation  upon  a  paper  prepared  by  the  actuary  of  any 
company,  I  should  refer  you  to  the  actuary  of  my  company 
as  the, proper  person  to  comment  upon  it,  and  not  myself. 

Q.  My  object  in  asking  these  questions  was  to  give  you  the 
opportunity  of  saying,  which  I  thought  you  would  be  glad 
to  avail  yourself  of,  that  the  marked  difference  between  the 
dividends  credited  during  the  time  that  premiums  are  paid 
and  the  much  smaller  dividends  that  are  credited  after  the 
payments  have  ceased  is  due  to  the  fact  that  there  is  no 
longer  an  opportunity  for  a  return  of  what  in  eflfect  was  an 
overcharge.  Now,  is  not  that  so?  A.  That  was  your  object, 
was  it? 

Q.  Yes,  and  is  it  not  fair  to  your  company  that  that  should 
appear?  A.  If  I  may  say  it,  without  disrespect,  I  am  some- 
what doubtful  about  your  objects,  and  I  decline  to  discuss 
them  in  any  case. 
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O.  They  are  not  the  subject  of  examination.  Is  that  a  fair 
statement  of  the  matter?  A.  I  would  prefer  to  say  nothing 
about  it  and  decline  to  enter  into  any  discussion  of  those  sub- 
jects which,  as  I  said  before,  are  proper  subjects  of  discus- 
sion with  the  technical  experts  of  the  company. 

Q.  Well,  tell,  Mr.  McCurdy,  if  you  know,  why  it  is  that 
with  all  your  boasted  increase  of  assets  and  increase  of  new 
business,  your  dividends  on  this  policy  last  year  were  $3,  and 
when  your  administration  began  were  over  $50.  Do  you 
know?  A.  Probably  yes.  In  the  first  place,  I  do  not  admu 
the  facts. 

BY  MR.  ROGERS : 

Q.  Do  you  deny  the  fact?     A.  Probably,  yes. 

Q.  Well,  do  you  deny  it?  A.  How  do  I  know  what  those 
figures  that  that  man  states  in  that  letter  are?  How  do  I 
know  whether  they  are  true  or  not?  He  states  them.  If  Mr. 
Hughes  will  kindly  give  me  a  copy  of  that  letter,  I  will  have 
that  verified  at  the  office  by  the  actuary  of  the  company  and 
then  I  will  have  a  proper  explanation  given.  The  probability 
in  regard  to  that,  although,  as  I  say,  I  decline  to  enter  into 
any  discussion  of  that  kind — the  probability  though  is  that 
that  man  had  what  we  call  a  reduced-rate  policy,  which,  fol- 
lowing some  years  ago,  an  attempt  to  reduce  the  rates  of 
the  company,  a  rebate,  as  it  was  then  called,  was  offered  to 
the  policyholders  of  30  per  cent,  upon  their  first  premiums, 
and  that  met  with  such  opposition,  mainly  from  other  com- 
panies, that  the  matter  was  finally  compromised  by  issuing 
a  class,  of  policy  on  which  the  premiums  were  reduced  15 
per  cent,  in  perpetuity,  and  the  opportunity  was  offered  to  all 
the  existing  policyholders  of  the  company  to  accept  that  re- 
duction of  premium.     Many  of  them  did  so,  and  every  one  of 
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those  men  who  accepted  that  has  been  getting  by  reduction  of 
his  premium  15  per  cent,  reduction  ever  since  in  addition  to 
the  amount  which  he  has  received  annually,  if  it  be  an  annual 
dividend  policy,  ever  since. 

BY  MR.  HUGHES: 

Q.  When  was  this,  did  you  say  ?  A.  Oh,  a  good  many  years 
ago. 

Q.  How  long  ago  about?  A.  Well,  I  should  think  just  be- 
fore I  became  president. 

Q.  Now,  I  call  your  attention  to  a  policy A.  If  you 

will  allow  me  to  finish  my  remarks,  I  say 

Q.  Certainly.  A.  Judging  from  the  record  he  gives  of  his  divi- 
dens,  that  is  probably  one  of  those  reduced  rate  policies  and  bears 
no  relation  to  the  dividends  of  the  company  declared  upon  policies 
which  have  been  issued  since  then  and  have  paid  the  regular  rates 
since  the  rates  were  again  restored.  After  trying  that  reduced 
rate  system  for  a  while  it  was  found  unsatisfactory,  and  mainly 
for  that  reason,  that  people  forgot  all  about  the  fact  that  they  were 
already  getting  in  advance  a  dividend  of  15  per  cent,  which,  with 
interest  added  and  so  on  was  something  more  than  15  per  cent, 
and  becarne  dissatisfied  with  their  policies,  so  we  abandoned  that 
and  restored  practically  the  former  rates.  But  with  that  explana- 
tion and  with  the  remark  that  if  you  will  give  me  a  copy  of  that 
letter,  I  shall  be  very  happy  to  have  the  facts  looked  into  and  see 
whether  the  man  understands  what  he  is  writing'  about  and 
whether  the  facts  are  as  stated — I  do  not  know  that  they  are  so 
at  all 

Q.  Yes,  and  I  will  also  furnish  you  with  what  I  understand 
to  be  copies  of  letters  written  by  your  company,  this  matter  having 
been  a  subject  of  correspondence  with  your  company,  as  I  am 
advised,  for  some  time.     Now,  I  stated  in  my  original  question 
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that  this  was  a  case  of  a  ten  payment  life  policy  taken  out  in  1865 
and  paid  up  in  1875,  and  I  call  your  attention  to  the  fact  that  after 
it  became  paid  up  and  the  following  year  the  dividends  credited 
was  $55.50  and  that  through  the  period  of  your  administration, 
and  during  the  time  that  the  business  had  so  marvellously  in- 
creased, as  its  assets  have  so  greatly  increased,  the  dividends 
credited  upon  this  policy  have  continuously  diminished.  Do  you 
know  why  that  is  ?  A.  I  beg  your  pardon,  for  in  consequence  of 
the  letter  and  the  repetition  of  so  many  figures,  I  have  forgotten 
that  you  said  it  was  a  paid  up  policy.  But  I  say,  as  I  said  before, 
that  if  you  want  to  discuss  the  question  of  dividends,  and  all  that 
sort  of  thing,  you  have  got  to  go  to  the  actuary  of  the  company. 

Q.  Do  you  not  know  that  it  has  been  the  claim  of  your  company 
that  the  excess  interest  which  it  has  earned  in  recent  years  has 
been  falling  off,  so  that  dividends  could  not  be  paid  at  the  same 
rate  or  declared  or  credited  to  the  same  amount  as  in  former  years  ? 
A.  I  decline  to  go  into  any  such  discussion  at  fhis  time  and  place. 

Q.  The  reason  I  take  it  up  with  you,  Mr.  McCurdy,  instead  of 
calling  at  once  for  the  actuary,  is  that  you  have  seen  fit  to  present 
here  a  great  many  figures  in  connection  with  the  fact  that  your 
salary  has  been  largely  increased,  figures  which  tend  to  show  the 
great  prosperity  of  this  company,  indicated  in  many  ways;  its 
growth  in  assets  and  its  growth  in  business;  I  want  to  know 
whether  you  know  that  the  prosperity  of  the  company  has  been  in- 
dicated or  the  reverse  has  been  indicated  in  the  amount  of  interest 
that  has  been  earned  and  the  amount  of  dividends  which  it  has  been 
able  to  credit  upon  its  policies  ?  A.  I  believe  that  every  one  of  the 
facts  and  figures  submitted  by  Mr.  Beck  are  accurate.  I  believe 
that  the  company's  prosperity  is  greater  now  than  it  ever  has  been. 
But  beyond  that,  I  respectfully  reassert  that  I  decline  to  enter 
into  any  of  that  kind  of  calculation,  for  your  best  witness  is  the 
actuary  of  the  company,  and  he  is  the  most  competent  to  deal 
with  it. 
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Q.  Is  it  a  fact  tliat  the  gains  from  excess  of  interest  which  were 
applicable  to  paid  up  policies  were  one-third  in  1904  of  what  they 
had  been  in  1903?  A.  Probably  not,  but  I  decline  to  discuss  the 
question. 

Q.  Why  do  you  say  probably  not.  I  do  not  want  a  discussion, 
I  want  a  fact.  If  you  say  you  do  not  know,  we  shall  accept 
that  statement?  A.  Very  well,  then,  I  withdraw  the  word  prob- 
ably and  I  say  I  decline  to  discuss  it. 

Q.  Do  you  know  ?    A.  I  decline  to  discuss  it. 

Q.  Do  you  decline  to  answer?  A.  I  decline  to  discuss  that 
question  when  I  proffer  you  a  witness  whose  business  is  to  discuss 
just  that  very  kind  of  question. 

Q.  Well,  I  will  read  you  another  letter  from  a  New  York 
policyholder  which  will  also  be  subject  to  your  examination  for 
purpose  of  correction  or  criticism  in  any  manner. 

It  is  under  date  qf  October  6,  1905  : 

"I  beg  to  call  your  attention  to  the  small  dividends  which  the 
Alutual  Life  Insurance  Company  of  New  York  allow  their  policv- 
holders.  These  figures  would  indicate  that  policyholders  are  not 
receiving  the  full  share  of  profits  due  them,  and  I  trust  you  may 
consider  the  subject  of  sufficient  importance  to  deserve  a  thorough 
investig'ation. 

I  am  the  holder  of  life  policy  103,592  for  five  thousand  dollars, 
dated  October  30,  1869,  subject  to  forty  semi-annual  premiums 
of  $77.05  which  extended  to  April  30,  1889.  I  paid  all  premiums 
promptly,  and  allowed  the  dividends  to  accumulate.  For  these 
dividends,  the  policy  has  been  credited  additional  insurance,  pay- 
able at  death,  with  the  original  amount  insured,  as  per  memoran- 
dum attached.  You  will  notice  a  very  material  reduction  in  recent 
years.     The  memorandum  attached  is  as  follows : 

Dividends   turned   into    additional    insurance,   credited    to 
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policy  103,592,  of  the  Mutual  Life  Insurance  Company  of  New 
York: 

January  i,  1870 $38.68 

1871 107.70 

1872 112.48 

October  30,  1872 149.96 

1873 125.09 

1874 105.48 

1875 125.07 

1876 125.25 

1877 125.29 

1878 131.00 

1879 132.00 

"            1880 134.00 

"           1881 127.00 

1882 ". . . .  129.00 

1883 133.00 

1884 136.00 

"           1885 139.00 

1886 124.00 

1887 126.00 

1888 108.00 

"            1889 110.00 

It  is  to  be  noted  that  the  policy  became  paid  up  in  1889. 
After  that  the  dividends  credited  are  stated  to  be  as  follows : 

October  30,  1890 $49.00 

"            1891 49.00 

"            1892 50.00               , 

1893 50.00 

1894 30.00 

1895 31.00 
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October  30,  1896 $31 .00 

1897 31-00 

1898 26.00 


1899. 
1900. 
1901. 
1902. 
1903. 
1904. 


21.00 
21.00 
21.00 
21.00 
22.00 
7.00 


Have  you  any  statement  in  answer  to  that  letter?  A.  The 
same  as  I  said  before,  sir. 

Q.  Do  you  know  any  reason  why  the  dividends  should 
have  been  seven  dollars  in  1904  and  twenty-two  dollars  in 
1903?  A.  Probably  because  the  time  when,  according  to  the 
tables,  we  are  expecte'd  to  pay  that  policy,  was  a  very  short 
one.     However,  as  I  said  before 

THE  CHAIRMAN:     I  don't  get  that  answer. 

MR.  HUGHES :     I  did  not  understand  it. 

(Answer  read  by  the  stenographer.) 

Q.  What  has  that  to  do  with  it?  A.  That  has  a  great  deal 
to  do  with  it. 

Q.  Explain  how  ?  A.  Mr.  Hughes,  I  will  not  be  drawn  into 
this  discussion  at  all.  I  proffer  you  a  very  capable  witness, 
a  gentleman  who  has  been  the  actuary  of  this  company  for  a 
great  many  years,  who  I  think  has  the  very  distinguished 
honor  of  being  the  only  fellow  of  the  Institute  of  Actuaries 
of  Great  Britain,  and  I  tender  his  services  to  you  in  answer 
to  all  these  questions. 
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Q.  We  expect  to  examine  him,  but  we  are  now  examining 
you.    A.  Very  well. 

Q.  And  you  are  the  president  of  the  company?  A.  So  I 
am. 

Q.  And  I  want  to  know  if  you  know  any  reason  why  there 
should  be  this  gradual  reduction  of  dividends?  A.  You  have 
the  advantage  of  getting  that  letter  on  record  and  I  decline 
to  discuss  it. 

BY  THE  CHAIRMAN : 

Q.  Mr.  McCurdy,  what  relation  does  the  maturity  of  a 
policy  bear  to  its  earning  power,  to  the  amount  of  its  dividends  ? 
Why  should  they  be  less  as  it  nears  maturity?  A.  Mr.  Chair- 
man, I  want  to  treat  the  Committee  and  yourself  with  the 
utmost  respect,  but  I  claim,  as  I  have  said  before,  that  I  am 
neither  the  cashier,  nor  the  treasurer,  nor  the  actuary  of  this 
company.  There  are  other  persons  who  are  especially  desig- 
nated by  the  Board  of  Trustees  to  fill  those  positions. 

THE  CHAIRMAN :  If  you  will  pardon  me,  your  reply  to 
a  former  question  was  that  probably  this  diminution  in  divi- 
dends was  because  of  the  near  approach  of  the  maturity  of 
the  policy,  and  that  is  unintelligible  on  the  record  to  us,  unless 
you  explain  it. 

A.  Very  well,  I  say,  ,as  I  said  before,  there  is  competent 
authority  who  will  explain  that  answer  to  the  satisfaction  of 
the  Committee,  and  if  I  begin  on  that — probably  it  was  an 
error  of  judgment  to  have  made  that  much — if  I  begin  on  that 
thing  I  shall  be  led  into  a  wilderness  of  questioning  and  cross- 
questioning  that  I  am  not  the  proper  officer  to  be  submitted  to. 

THE  CHAIRMAN:  Mr.  McCurdy,  this  Committee  is 
here  not  to  lead  you  into  a  wilderness  of  cross-questioning, 
but  I  think  you  hardly  apprehend  the  true  position  of  the 
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Committee  and  its  counsel.  We  are  here  to  recommend 
proper  legislation  in  this  matter,  and  unless  you  gentlemen 
who  have  been  all  your  lives  gathering  this  information  give 
it  to  this  Committee  to  the  best  of  your  ability  how  can  we 
get  it?  A.  I  am  going  to  give  it  to  you  by  the  best  and  most 
■competent  witness  you  can  summon.  The  actuary  of  the 
company  is  the  proper  one  to  answer  these  questions. 

Q.  Well,  if  the  Committee  prefers  your  knowledge,  and 
your  judgment,  based  on  your  experience,  you  mean  you  prefer- 
not  to  give  that?  A.  If  it  is  a  matter  of  preference,  I  have 
my  own  preferences  too.  If  it  is  only  a  matter  of  preference 
on  the  part  of  the  Committee,  with  due  respect,  my  preference 
is  to  adhere  to  the  position  I  have  taken. 

THE  CHAIRMAN:  Go  right  ahead,  Mr.  Hughes. 

BY  MR.  HUGHES : 

Q.  I  will  put  once  more  the  question,  whether  the  Mutual  Life 
have  not  explained  the  decrease  in  dividends  credited  upon  paid  up 
policies  upon  the  ground  that  the  excess  of  interest  earned  by  the 
Mutual  Life  out  of  which  the  credits  would  come,  has  been  less 
in  recent  years  than  formerly?  A.  Whatever  official  utterances 
ithe  Mutual  Life  Insurance  Company  make  and  have  made,  can 
ibe  proved  by  their  production  and  putting  them  on  the  record  and 
"not  by  my  oral  evidence  with  regard  to  things  that  I  may  not 
-Tecollect. 

Q.  It  would  be  pertinent  to  inquire  whether  the  returns  ob- 
'tained  by  the  Mutual  Life  investments  were  at  such  a  reduced  rate 
as  to  force  it  to  reduce  such  dividends,  whether  it  was  proper  for 
the  Mutual  Life  to  increase  the  salaries  of  its  executive  officers, 
and  with  that  suggestion,  I  would  like  to  know  what  you  have 
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to  say  on  the  point?    A.  You  may  think  it  is  pertinent  to  make 
that  inquiry,  but  I  don't  choose  to  discuss  it. 

Q.  Well,  whether  you  think  it  is  pertinent  or  not,  have  you  any- 
thing to  say  on  that  phase  of  it?  A.  I  have  merely  to  say  that 
when  my  salary  was  introduced  here  in  this  discussion  I  declined 
to  discuss  it  in  a  self-commendatory  way.  I  don't  care  to.  I  have 
not  fixed  my  salary.  I  have  never  been  over  fond  of  self-adver- 
tisement, and  I  am  not  here  to  justify  my  salary.  Other  people 
fixed  that. 

Q.  If  you  were  determining  without  reference  to  any  matter 
of  personal  interest,  what  the  salary  of  the  president  of  your  com- 
pany should  be,  would  you  think  it  proper  to  take  into  considera- 
tion the  diminishing  returns  from  investments  and  the  consequent 
diminution  in  the  dividends  paid  upon  policies  ?  A.  I  am  not  con- 
sidering any  such  condition  or  proposition. 

THE  CHAIRMAN  :  The  question  was,  Mr.  McCurdy,  whether 
you  think  it  proper  to  consider  it,  not  whether  you  are  considering 
it. 

A.  I  don't  see  how  you  are  going  to — I  don't  see  how  you 
are  going  to  cross-question  a  man  upon  his  own  inmost  thoughts, 
that  you  can  prove. 

BY  MR.  HUGHES : 

Q.  Not  unless  he  is  willing  frankly  to  reveal  them.  A.  Very 
well. 

BY  THE  CHAIRMAN : 
Q.  And  not  while  he  reserves  the  privilege  of  submitting  to  the 
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Committee  so  much  or  so  little  as  he  chooses,  as  he  prefers. 
A.  Isn't  that  the  nature  of  the 

Q.  That  isn't  the  way  to  solve  this  situation  that  we  have  got 
before  us,  Mr.  McCurdy    A.  It  is  not  what? 

Q.  That  is  not  the  way  to  solve  this  situation  that  we  have  got 
before  us  in  my  opinion,  although  in  your  opinion  it  seems  to  be. 
A.  Well,  in  my  opinion  this  investigation  is  quite  different  from 
a  trial.  There  are  no  issues  framed  here,  there  are  no  allegations 
except  of  a  very  vague  character,  that  I  am  aware  of,  such  as  con- 
tained in  these  letters.  I  am  answering  somewhat  at  random  to 
draw  my  opinions  out,  anyway.  Witnesses  are  subpoenaed  here 
by  the  counsel  for  the  Committee,  he  produces  them  as  his  wit- 
nesses, when  he  immediately  proceeds  to  impeach  their  testimony. 
If  I  never  knew  any,  if  that  is  trying'  anything  here  according  to 
the  rules  of  evidence,  I  have  forgotten  what  little  law  I  ever  did 
know,  which  wasn't  much. 

Q.  Mr.  McCurdy,  I  don't  think  you  will  consider  me  imperti- 
nent, but  might  I  ask  you  how  you  would  conduct  this  investiga- 
tion if  you  were  a  member  of  the  Legislative  Committee,  how 
differently  you  would  do  it  ?  A.  I  don't  know.  I  assume  that  the 
Committee,  of  which  you  have  the  honor  to  be  chairman,  and 
rather  a  worthy  chairman — I  assume  they  have  given  this  subject 
very  serious  consideration  and  are  conducting  this  investiga- 
tion in  the  manner  that  seems  to  them  proper.  I  don't  impugn 
the  motives  of  the  Committee  in  the  slightest  degree. 

Q.  But  if  there  is  a  better  way  to  get  at  the  facts  than  we  are 
doing,  we  would  be  very  glad  to  get  even  that  assistance?  A. 
Nor  the  motives  of  counsel.  I  don't  impugn  them  in  the  slightest 
degree.  What  I  would  do  under  circumstances  that  are  not  here 
in  issue  I  don't  know.  I  should  certainly  give  it  very  grave  con- 
sideration, the  way  I  presume  the  Committee  have  given.  At  the 
same  time,  I  take  the  liberty,  with  your  indulgence,  to  express 
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my  feelings  on  the  subject  with  great  candor,  and  I  am  much 
obliged  to  you  for  the  opportunity. 

BY  MR.  TULLY: 

Q.  You  said  a  few  moments  ago,  Mr.  McCurdy,  that  you  did 
not  think  this  Committee  was  conducting  the  investigation  along 
the  lines  that  the  Legislature  laid  down  when  they  originally 
appointed  the  Committee.  Will  you  kindly  give  us  your  idea  of 
the  lines  laid  down  by  the  Legislature  at  the  time  the  Committee 
was  appointed?  A.  I  have  forgotten  the  exact  wording  of  the 
resolution,  but  it  was  to  be  an  investigation  of  the  conditions  of 
life  insurance. 

Q.  The  conditions  and  affairs  of  life  insurance.  A.  The  condi- 
tions and  affairs  of  life  insurance. 

Q.  And  quite  as  broad  as  the  English  could  make  that  resolu- 
tion? A.  I  don't  think  I  quite  caught  that  expression  of  yours, 
but  at  any  rate  it  seems  to  me  that  is  an  opinion  which  I  have  no 
right  here  to  express,  excepting  by  your  own  courtesy.  It  has 
seemed  to  me  that  the  conduct  of  the  investigation  so  far  was 
quite  outside  of  what  the  Legislature  probably  contemplated. 

Q.  In  other  words,  that  we  were  perhaps  becoming  too 
thorough?  A.  Not  at  all;  not  at  all;  take  for  instance  now — I 
don't  know  as  I  have  any  right  to  argue  with  the  Committee  at 
all  excepting  as  you  are  willing  to  listen  to  me — take  the  case 
here  of  a  witness  presented  before  this  Committee.  He  is  not 
permitted  to  know  even  in  advance,  as  I  have  said  before,  what 
the  subject  of  his  evidence  is  to  be ;  you  don't  ask  him,  or  counsel 
does  not  ask  him  in  a  kind  and  considerate  way,  now  we  want  to 
know  your  opinion  about  thus  and  so  and  we  want  to  know  certain 
facts.  Give  him  time  to  make  the  proper  inquiries  and  ascertain 
the  facts  and  let  him  state  the  things  in  his  own  way.  Then  I 
should  say — it  may  be  an  impertinence  even  to  suggest  such  a  thing 
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— that  after  you  have  heard  this  witness  tell  frankly  and  candidly 
all  he  has  got  to  say  about  it,  then  it  would  be  very  proper  for  this 
Committee  to  take  this  up  in  executive  session  and  discuss  it  and 
form  their  own  conclusions  on  the  subject,  whether  in  justification 
of  the  witness's  position  or  not.  But  put  him  on  the  stand  here  and 
swear  him  to  tell  the  truth  and  make  him  feel  when  he  is  brought 
here  that  the  object  is  not — make  him  feel  that,  whether  rightly  or 
wrongly — probably  wrongly, — but  to  make  him  feel,  as  I  have 
said,  that  he  is  put  on  the  rack  and  that  the  object  is  to  ruin  him, 
if  possible,  in  public  estimation,  and  try  to  distort,  as  in  the  case 
of  my  own  testimony  has  been  the  case,  to  distort  questions  and 
answers  and  evidence  and  put  a  wrong  construction  upon  them, 
why  should  the  witness  shut  his  mouth  up  and  say  just  as  httle 
as  he  can.  I  don't  say  that  that  is  my  case.  I  try  to  draw  the 
distinction  between  those  things  which  I  ought  to  say  and  which 
I  ought  not  to  say,  and  when  I  proffer  you,  as  I  say,  on  such 
questions  as  these  the  evidence  of  a  man  who  is  infinitely  my 
superior,  and  the  superior,  so  far  as  I  know  and  believe — no,  that 
I  won't  say,  because  that  would  be  discourteous  to  other  gentle- 
men. 

BY  MR.  COX: 

Q.  What  is  the  salary  of  this  man  you  refer  to?  A.  $35,000. 

BY  MR.  HUGHES : 

Q.  Are  you  through,  Mr.  McCurdy?  A.  Oh,  I  ought  to  have 
finished  a  long  time  ago,  Mr.  Hughes,  and  ask  pardon  for  being 
so  prolix. 

Q.  I  hope  you  won't  think  I  want  to  curtail  your  remarks,  be- 
cause I  don't.  A.  No;  I  am  afraid  I  have  given  you  too  many 
opportunities ;  I  have  given  you  too  much  chance. 


1884 


Testimony  of  Richard  A.  McCurdy 

Q.  You  have  now  a  very  excellent  opportunity  to  raise  this  in- 
vestigation to  a  high  plane  and  tell  the  Committee  frankly  and 
candidly  what  you,  as  an  insurance  man  of  48  years'  experience, 
think  of  these  declining  dividends,  but  you  decline  to  do  it  ?  A.I 
decline  to  go  into  it,  as  I  said  before.  You  can't  budge  me  from 
that. 

Q.  In  order  that  it  may  appear  that  these  matters  to  which  I 
have  referred  are  not  isolated,  I  will  call  your  attention  to  one 
or  two  more.    A.  Go  ahead.    Get  them  in  the  record. 

Q.  Yes,  and  bring  them  to  your  attention.  I  have  here  a  letter 
by  one  of  your  policyholders,  an  eminent  man,  I  believe,  who  says, 
under  date  of  February  30,  1905  :  "In  February,  1865,  I  took  out  a 
ten-year  policy  of  $6,000  in  the  Mutual  Life,  on  which  I  paid  a 
yearly  premium  of  $329.60,  completed  my  payments  in  February, 
1875.  The  dividends  or  additions  for  the  first  ten  or  fifteen  years 
were  as  high  as  $90  per  annum,  and  as  far  as  .1  can  remember  not 
less  than  $40  to  $50  per  annum.  The  dividends  afterwards  be- 
came less  and  less,  but  having  been  a  very  busy  man  I  paid  no 
attention  to  that,  and  kept  no  account  of  them  until  two  or  three 
years  ago,  when  they  dwindled  down  to  an  absurdly  low  figure. 
Last  February  I  received  notice  that  the  total  additions  to  my  full 
paid-up  policy,  paid  up  in  1875,  amounted  to  about  $1,760,  and 
that  the  addition  for  the  year  ending  February,  1905,  was  $7.00." 
Do  you  desire  to  make  any  statement  with  reference  to  that? 
A.  I  do  not,  sir. 

Q.  I  have  here  a  letter  from  a  prominent  lawyer  of  this  city 
in  which  he  states  the  following'  as  the  facts  concerning  his  policy : 

In  my  thirty-second  year,  on  May  28,  1884,  the  Mutual  Life 
Company  issued  its  policy.  No.  252,838,  and  therein  it  promised 
on  my  death  to  pay  to  my  wife,  if  living,  or,  if  dead,  our  children, 
the  sum  of  $5,000;  premiums  of  $71.35  each  to  be  paid  by  me  to 
the  Company  semi-annually  for  twenty  years  on  the  28th  days  of 
May  and  November  in  each  year.    The  premiums  have  all  been 
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duly  paid,  and  none  of  the  dividends  have  been  withdrawn  in  cash, 
so  that  since  November  28,  1903,  nothing  has  remained  to  be  done 
to  entitle  my  wife  or  children  on  my  death  to  the  $5,000,  promised 
in  the  policy  and  to  the  just  proportion  of  the  profits  realized 
by  the  Company  during  the  period  the  policy  was  in  force. 

Annual  dividend  statements  have  been  sent  to  me,  and  there- 
from I  have  compiled  the  following  table,  which  shows  in  the  first 
column  the  dates  when  the  dividends  were  payable  in  cash,  or  at 
my  option,  to  be  credited  as  additions  to  the  principal  amount  of 
insurance,  and  in  the  second  column  the  cash  value  of  the  divi- 
dends, and  in  the  third  column  the  additional  insurance  value. 
The  fourth  column  shows  the  total  of  premiums  that  had  been 
paid  at  several  dates. 


Dividend 
Dates  Cash  Value 

May  28,    1885 $16.85 

1886 14.88 

1887 15.73 

1888 12.71 

1889 13-68 

1890 10.04 

1891 11.06 

1892 12.16 

1893 13.02 

1894 7-51 

1895 9-SO 

1896 10.40 

1897 II. 31 

1898 12.10 

1899 12.97 

1900 13.97 


Dividend 
Addition  to 
Policy  Value 
$45.00 
39.00 
41.00 
32.00 
34.00 
25.00 
27.00 
29.00 
31.00 
17.00 
21.00 
22.00 
24.00 
25.00 
26.00 
28.00 


Total  of 
Premiums 
Paid  to  Co. 
$214.05 

356.75 
499-45 
642.15 

784.85 
927-55 
1070.25 
1212.95 
1355-65 
1498-35 
1641.05 

1783.75 
1926.45 
2069.15 
2211.85 
2354-55 


1886 


Testimony  of  Richard  A.  McCurdy 

1901 IS -02  29.00  2497.25 

1902 16.08  30.00  2639.95 

1903 16.64  31-00  2782.65 

1904 10.07  18.00  2854.00 

1905 2.73  5.00  2854.00 


$258.43  $579- 00 

I  ought  to  say  that  I  have  mislaid  the  dividend  statements 
for  1891  and  1893,  but  the  subsequent  statements  show  what 
the  additions  to  poHcy  value  for  each  of  those  years  were, 
and  therefrom  I  have  estimated  the  cash  value.  I  have  all 
the  statements  except  for  those  two  years. 

This  table  develops  conclusively  the  fact  that  the  Com- 
pany's enormous  increase  of  business  and  of  surplus  during 
the  years  the  policy  has  been  in  force  has  not  resulted  in  any 
increase  of  dividends  to  the  policyholders. 

It  also  shows  conclusively  that  the  cash  value  of  the  annual 
dividends  bears  no  relation  whatever  to  the  amount  of  pre- 
miums received  by  the  company.  The  largest  cash  dividend 
was  that  payable  May  28,  1885,  at  which  time  the  company 
had  received  only  $214.05  in  premiums,  and  the  smallest  was 
that  payable  May  28,  1905,  at  which  time  the  company  had 
received  from  me  in  cash  $2,854,  and  had  had  the  use  of  the 
money  to  a  value  which,  calculated  for  me  at  the  usual  savings 
bank  rate  of  four  per  cent.,  and  by  usual  savings  bank  meth- 
ods, amounts  to  $1,221.20 — total  $4,075.20.  My  dividend  in 
1885,  on  an  investment  of  $214.05  was  $16.85.  My  dividend 
in  1905,  on  an  investment  of  $4,075.20,  was  $2.73. 

The  agent  through  whom  my  policy  was  negotiated  ap- 
peared to  me  to  be  a  very  straightforward  man  and  to  have 
a  thorough  knowledge  in  detail  of  the  affairs  and  history  of 
the  company.     He  knew  well  what  the  theory  of  the  com- 
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pany's  managers  had  been  prior  to  the  issuance  of  my  policy, 
and  what  the  advantage  to  policyholders  had  been  from  suc- 
cessful management  in  accordance  with  that  theory;  and  he 
evidently  had  no  suspicion  that,  within  twenty  years,  the 
good  old  theory  and  practice  would  be  abandoned.  In  the 
letter  which  this  expert  sent  me  with  my  first  dividend  state- 
ment, he  said :  "The  above  is  probably  the  smallest  dividend 
you  will  ever  receive."     In  fact,  it  was  the  very  largest. 

My  policy  has  been  in  force  more  than  twenty-one  years. 
If  I  were  to  die  to-day,  the  amount  which,  according  to  the 
company's  figures,  would  be  payable  to  my  wife  or  children 
would  be  only  $579  in  excess  of  the  face  of  the  policy.  Ap- 
parently I  must  not  expect  that  this  siim  will  hereafter  be 
increased  by  any  considerable  amount,  no  matter  how  many 
years  longer  I  may  live ;  for  the  following  notice  accom- 
panied the  dividend  statement  of  1904: 

"THE  MUTUAL  LIFE  INSURANCE  COMPANY  OF 
NEW  YORK. 

Richard  A.  McCurdy,  President. 
NOTICE  AS  TO  FUTURE  DIVIDENDS. 

"Inasmuch  as  this  dividend  consists  to  a  g'reat  extent  of 
a  return  of  part  of  the  premiums  paid  under  this  policy,  and 
as  no  other  premiums  are  payable  thereunder,  there  can  be  no 
such  over-payments  to  refund  hereafter.  Future  dividends 
on  this  policy  will,  therefore,  be  very  much  smaller  in  amount 
than  the  present  one." 

It  is  instructive  to  compare  the  result  in  my  case  with  vari- 
ous statements  of  the  payment  of  death  claims  which  were 
sent  to  me  from  time  to  time  during  the  earlier  years  of  my 
policy.     These  statements  do  not  show  exactly  how  long  any 
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policy  mentioned  therein  had  been  in  force  at  the  time  of  the 
death  of  the  insured,  but  I  select  from  them  several  items 
where  the  amount  of  the  excess  paid  over  the  face  value  of  the 
policy  and  the  serial  number  of  the  policy  indicate  that  the 
policy  had  been,  like  mine,  in  force  for  a  good  number  of 
years. 

Statements  for  death  claims  paid  for  the  weeks  ending  May 
23,  1884,  and  October  31,  1884,  contained  the  following  items: 

No.  of  Policy.  Policy.  Dividend 

544  $2,000  $1,689 

4550  10,000  7,454 

9226  2,000  1,468 

159068  750  447 

18673  10,000  5,968 

26213  5,000  4,143 

22662  2,500  2,698 

59012  5,000  3,023 

69194  5,000  2,934 

The  foregoing  nine  policies,  with  their  large  dividend  addi- 
tions, Were  paid  in  1884,  before  the  theory  of  high  surpluses 
had  begun  to  be  put  in  operation.  In  no  case  was  the  dividend 
less  than  fifty  per  cent,  of  the  face  of  the  policy,  and  in  most 
cases  it  was  very  much  more.  In  my  case  the  dividend,  ac- 
cording to  the  notice  given  me,  will  be  only  about  twelve  per 
cent,  of  the  face  of  the  policy,  and  this  will  be  so  even  if  I  live 
so  long  that  the  company  will  have  the  use  of  the  premiums 
longer  than  it  had  in  any  of  the  above  cases.  If  I  were  to 
live  beyond  the  age  of  ninety  and  be  credited  annually  with 
dividends  like  that  of  May  28,  1905,  the  total  of  all  the  past 
and  future  dividends  would  be  $764,  which  is  less  than  sixteen 
per  cent,  of  the  face  of  my  policy. 

The  following  death  claims  paid  during  four  months  of  1897 
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are  taken  from  "The  Weekly 
Insurance  Company  of  New 


Statement  issued  by  the  Mutual  Life 
York''  of  November  17,  1897 : 


Policy  No. 
4,966 
5,257 
5.639 
6,697 
6,988 
9,191 

9-369 
10,196 
11,726 

13,225 
15.780 

14,505 
16,787 
17,160 
19,171 
20,770 
22,836 
23,652 
26,286 
28,306 
31,764 
33,189 
41,623 

43,448 
86,259 
On  Twenty-five 
Policies 


Original 

Insurance 

$700 

5,000 

2,00c 

2,000 

500 

5,000 

5,000 

5,000 

1,000 

1,000 

3,000 

500 

1,000 

1,500 

3,000 

1,000 

2,000 

2,000 

1,000 

2,500 

4,000 

1,000 

2,000 

5,000 

2,000 

$58,700 


Dividend 

Additions 

on 

Policy. 

$810 

7,137 
2,114 

1,566 
629 

9,455 

7,111 

3,128 

672 

1,351 

510 

4,058 

1,050 

1,621 

3,946 

660 

2,587 
2,149 

1,031 
1,849 

2,417 
870 

1,593 
3,868 
1,124 

$63,306 


Total 
Premiums 
Paid  by 
Insured. 

$544-25 
4,342.50 

1,638.43 
964.74 
358.60 

6,039.50 

5,184.20 

2,618.29 
559.56 
875.16 

415.17 
2,932.50 

735.93 
1,208.46 
2,935-20 

605.52 
2,297.52 

1,749-52 

908.28 
1,817.21 
1,415.29 

413.60 
1,077.20 
2,751.00 
1,062.07 

$45,469.70 
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The  serial  numbers  of  these  twenty-five  policies  indicate  that  in 
1897  they  had  been  in  force  considerably  longer  than  mine  has 
been  now.  But  it  is  nevertheless  fair  to  compare  them  with  mine 
because  I  have  been  notified  that  the  dividend  additions  to  my 
policy  will  not  be  materially  increased  hereafter.  On  the  other 
hand,  the  fact  that  they  had  been  running  for  a  long  time  indicates 
that  their  great  profitableness  is  due  to  early  rather  than  recent 
methods  of  management.  Note  that  in  every  one  of  these  twenty- 
five  cases  the  dividend  addition  to  the  policy  exceeds  the  total 
premiums  paid,  while  in  my  case  the  ratio  is  $579  of  additions  to 
$2,854  of  premiums  paid ;  and  that  in  seventeen  of  the  tweny-five 
policies  the  dividend  additions  exceed  the  face  value  of  the 
policy,  and  that  in  none  of  them  is  the  dividend  addition  less 
than  fifty  per  cent  of  the  face  value  of  the  policy,  while  in  my  case 
the  dividend  addition  is  under  twelve  per  cent  of  the  face  value 
of  the  policy.  Note  also  that  the  average  of  the  premiums  paid 
to  the  Company  on  the  twenty-five  policies  is  only  $1,818.79,  as 
against  $2,854  in  my  case. 

I  will  omit  the  rest  of  the  letter,  which  is  the  general  list. 

Q.  Now,  have  you  any  comment  to  make  upon  the  suggestion 
of  the  writer  of  this  letter,  whose  name  there  is  no  objection  to 
showing  you,  and  I  have  no  doubt  you  know  him  well,  with 
regard  to  the  consequences  of  the  poor  recent  methods  of  manage- 
ment and  the  expenses  that  are  incurred  in  obtaining  business? 
A.  I  have  not  followed  very  closely  the  figures  given.  In  fact, 
they  are  too  long  and  too  many  for  anybody  to  carry  in  their  head, 
critically  or  very  carefully.  You  are  entitled,  Mr.  Hughes,  to  get 
your  case  in  in  your  own  way,  and  you  do  not  have — well  I  have  no 
doubt  whatever  that  every  one  of  the  cases  cited  in  the  letter 
that  you  have  read  to  the  Committee  can  be  either  successfully 
controverted  or  reasonably  explained,  and  proper  reasons  given 
by  competent  persons  and  from  the  undisputed  records  of  the 
books.    I  say,  I  hope  you  won't  think  that  the  remark  is  too  trivial 
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for  the  occasion,  it  is  a  piece  of  facetiousness  that  has  sometimes 
been  used,  but  it  is  said  that  figures  do  not  lie  but  Hars  can  figure, 
and  with  that — I  know  of  so  many  cases  to  which  that  is  appli- 
cable— I  do  not  apply  it  to  anyone  in  particular,  but  there  has 
been  so  many  cases  that  I  think,  excepting  for  the  facetiousness 
of  the  illustration,  it  is  a  fair  answer  to  make  to  your  question. 

Q.  You  have  no  knowledge  which  will  enable  you  to  contradict 
now  any  of  the  facts  which  are  stated  here  ?  A.  Whatever  knowl- 
edge I  may  have  would  probably  be  derived  from  the  facts  and 
figures  contained  in  our  books,  which  are  not  within  my  posses- 
sion. 

Q.  Would  you  be  able  to  state  that  the  course  of  business  has 
been  such  that  you  have  been  unable,  as  a  company,  to  earn  the 
amount  of  money  which  you  could  earn  thirty  years  ago,  and 
that  that  in  large  part  explains  the  amount  of  dividends  which 
were  formerly  paid?     A.  I  could  not  state  anything  about  it. 

Q.  Is  it  not  a  fact  that  along  with  a  decrease  in  the  rate  of 
interest  has  gone  a  very  large  increase  in  the  expense  of  your 
company?  A.  I  am  not  going  to  be  led  into  anything  of  that 
kind,  Mr.  Hughes. 

Q.  Do  you,  as  president  of  your  company,  do  anything'  in  the 
direction  of  supervision  of  the  expenses  of  the  company  in  relation 
to  its  receipts?  A.  In  a  general  way,  yes.  I  testified  the  other 
day  I  had  been  endeavoring  to  reduce  expenses  always. 

Q.  Will  you  state,  now  that  you  have  had  several  days  to  think 
the  matter  over,  and  are  fairly  well  acquainted  with  the  line  of 
examination,  what  you  have  done  to  reduce  the  expenses  of 
your  company?  A.  Well,  you  make  a  suggestion  there  that 
I  think  it  is  only  fair  that  I  should  meet  before  I  proceed  to 
answer  your  question  in  any  other  way.  You  say  now  that 
I  have  had  several  days  to  think  it  over.  I  think  you  do  not 
fully  appreciate,  Mr.  Hughes,  the  very  great  interruption  to 
my  time  and  to  any  consecutiveness  of  thought  that  this  inves- 
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tigation  and  your  very  adroit  conduct  of  the  case  has  pro- 
duced. As  a  matter  of  fact,  I  have  not  had  any  time  for 
anything  during  the  last  week.  I  do  not  take  this  thing 
home  with  me.  My  daily  duties  begins — I  am  a  country  man, 
I  come  to  town  on  a  boat  that  leaves  Hoboken  ten  minutes 
after  nine.  A  good  many  of  my  associates  live  out  there.  I 
begin  my  business  when,  according  to  my  rule  that  I  have 
established,  when  the  ferryboat  leaves  the  Jersey  shore  and 
it  goes  on  until  the  ferryboat  reaches  the  Jersey  shore  in  the 
afternoon.  And  when  I  get  home  I  claim  a  little  respite 
from  a  pretty  arduous  day,  and  after  I  have  had  my  dinner 
I  read  a  novel  and  go  to  bed  and  I  try  not  to  bother  my  mind 
with  the  investigation.  If  I  did,  I  don't  know  what  might 
happen.  Now,  as  a  matter  of  fact,  my  day  in  New  York  is 
so  much  taken  up  with  the  interruptions  that  this  investiga- 
tion has  produced,  that  I  do  not  have  time  to  think  of  any- 
thing, and  think  very  little  about  it.  I  come  here,  as  I  said 
before,  practically  unprepared,  practically  at  your  mercy. 

Q.  Well,  however  you  may  come,  will  you  state  just  what 

you  have  done  that  you  are  able  to  recall  to  reduce  the  ex- 

L  penses?    A.  I  say  that  I  have  done  everything  that  it  is  pos- 

*  sible  for  me  to  do,  and  I  cannot  give  you  a  catalogic  resume 

of  all  that  might  happen  to  be  in  detail. 

Q.  Well,   do   you   reduce   salaries?     A.  Ah    (laughter) 

Oh,  you  are  entitled  to  the  laugh,  but  let  me  see  how  I  will 
answer  that.  I  did  not  fix  my  own  salary,  as  I  told  you  be- 
fore.    Other  people  fixed  it 

Q.  Or  reduce  it?    A.  No,  I  did  not  reduce  it,  and  do  not 

mean  to  do  it  myself  anyhow,  whatever  other  people  may  do. 

Q.  Well,  did  you  even  suggest,  recommend  or  enforce  the 

I,.  reduction  of   anybody's    salary?     A.  Yes,   practically — in   the 

I  explanation  that  I  partially  gave  you  at  the  last  meeting,  of 

the  introduction  of  the   classified   system  of  salaries.     That 
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was  an  efifort  to  reduce  a  constant  tendency  to  increase  salaries 
without  the  opportunity  of  due  consideration  and  the  knowl- 
edge of  what— of  whether  in  many  cases  they  were  adequate 
or  inadequate  or  excessive. 

Q.  What  salaries  do  you  refer  to  now?  A.  I  refer  to  the 
salaries  of  the  general  force  of  the  company. 

Q.  The  clerical  force?  A.  The  clerical  force,  yes  (laugh- 
ter). All  right,  if  you  want  me  to  go  further  than  that  and 
say  that  I  did  not  attempt  to  reduce  the  salaries  of  any  of 
the  executive  officers,  I  am  perfectly  willing  to  admit  it.  I 
do  not  think  any  one  of  them  is  overpaid,  for  the  condi- 
tions in  which  they  live  and  move  and  have  their  being  and 
for  the  character  of  the  business  which  they  do.  I  see  a  smile 
went  over  the  room  when  I  answered,  and  the  very  eminent 
gentleman  that  I  referred  to,  the  actuary  of  the  company,  re- 
ceives $25,000.  The  same  rules  of  compensation  do  not  apply 
to  all  callings.  The  papers  have  talked  about  the  salaries 
received  by  professors  in  college  and  ministers  of  the  gospel 
and  so  on.  Why,  I  doubt,  without  mentioning  any  names, 
whether  some  clergymen  who  have  recently  expressed  them- 
selves in  public  would  make  very  good  managers  in  financial 
institutions  or  be  worth  anything  to  their  companies. 

Q.  How  much  did  you  succeed  in  saving  to  the  company  by 
the  reduction  of  salaries  of  the  clerical  force?  A.  Oh,  that 
I  don't  know.  We  could  look  into  that  if  you  would  like  to 
be  informed. 

Q.  Well,  with  regard  to  general  agencies,  have  you  saved 
any  money  to  the  company  there?  A.  I  could  have  saved  a 
good  deal  more  if  I  had  been  able  to  carry  out  the  reforms 
that  I  started  to  carry  out  when  I  was  elected  president  twenty 
years  ago. 

Q.  Well,  have  you  effected  any  saving?    A.  Yes. 

Q.  In  what  way  and  in  what  amount?    A.  In  the  changing 
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very  largely  of  what  was  known  as  the  general  agency  system 
to  the  managerial  system,  which  has  already  created  a  saving 
and  as  the  years  go  along  will  create  a  very  great  saving  in  the 
expenses  of  the  company. 

Q.  Now,  it  is  proper  that  you  should  state,  and  I  am  glad 
to  give  you  the  opportunity  to  state,  just  what  that  saving 
is?    A.  Oh,  as  to  figures? 

Q.  Yes,  roughly,  I  do  not  mean  as  to  exactitude?  A.  I, 
have  not  got  the  figures  in  my  head.  That  must  be  left  to  the 
calculation  of  the  expenses  of  each  general  agency.  There 
is  a  difference  all  over  the  country,  and  when  after  the  first 
two  or  three  years  in  the  managerial  system  and  substitution 
of  salaries  for  commissions,  it  involves  an  increased  expense 
for  a  year  or  two  and  thereafter  it  is  a  very  great  reduction. 
That  nobody  could  assume  without  the  statistics  before 
them. 

Q.  Have  you  looked  after  the  amount  of  your  legal  ex- 
penses in  any  way  to  see  if  they  could  be  reduced?  A.  Well, 
I  am  trying  to  give  you  as  straight  an  answer  as  I  can.  I 
have,  yes.     I  recall  one  instance  in  particular  that  I  did. 

Q.  Well,  has  your  attention  been  called  to  the  fact  that,  ac- 
cording to  the  reports,  your  legal  expenses  last  year  were  largely 
in  excess  of  those  of  the  other  two  great  companies  ?  A.  Well, 
I  am  not  concerned  with  the  statements  made  by  other  com- 
panies. Whether  the  expenses  of  the  legal  department  of  the 
Mutual  Life  Insurance  Company  were  in  excess  or  not,  that 
is  a  matter  that  I  take  no  interest  in.  You  ask  me  whether 
I  ever  endeavored  to  reduce  the  expenses  of  the  legal  depart- 
ment. I  did  a  few  years  ago  and  had  a  long  and  serious  con- 
ference with  the  general  solicitor.  I  had  submitted  to  me 
the  names  of  every  counsel  and  local  attorney  in  the  United 
States  who  transacted  business  with  us,  who  had  our  general 
retainer  and  who  charged  it  up  religiously  every  year  on  his 
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books,  on  his  registers,  and  who  sent  us  a  bill  every  year  con- 
taining the  statements  of  what  he  had  done  in  the  courts  and 
elsewhere,  and  I  directed  that  many  of  the  counsel  who  had 
been  representing  the  company  for  many  years  should  be 
dropped.  I  directed  that  a  great  many  suits  that  were  on  the 
calendars  and  which  had  been  lingering  there  for  many  years, 
should  be  disposed  of  in  one  way  or  another,  and  I  think  I 
efTected  a  very  considerable  saving  there.  I  could  not  give 
you  the  amount  now. 

Q.  Did  you  know  that  checks  for  $25,000  each  were  drawn 
last  year,  or  moneys  to  that  amount  were  drawn  last 
year  by  Robert  Olyphant  as  chairman  of  the  expense  com- 
mittee, and  turned  over,  according  to  the  testimony,  upon  ex- 
ecutive order,  to  Mr.  Short?     A.  No. 

Q.  Did  you  ever  hear  of  that  before  the  testimony  was 
ehcited?  A.  It  would  not  be  within  my  official  knowledge, 
no. 

Q.  Can  moneys  be  drawn  for  confidential  legal  expenses 
so  that  the  actual  service  rendered  does  not  appear  in  any 
voucher  in  your  company  without  your  sanction?  A.  Why, 
certainly,  as  I  told  you  before. 

Q.  To  the  extent  of  $100,000  in  a  year?  A.  As  I  told  you 
before,  I  cannot  stand  at  the  cashier's  window  all  day  long 
and  watch  vouchers  pass  through. 

O.  Do  you  ever  take  occasion  to  inquire  in  order  to  ascer- 
tain whether  large  amounts  are  being  disbursed  for  legal  ex- 
penses in  a  confidential  way  where  the  Mutual  Life  has  no 
vouchers  showing  the  services?  A.  If  I  had  any  reason  to 
suppose  that  any  improper  transactions  were  being  carried 
through,     I  should  inquire  into  them,  of  course. 

Q.  How  could  you  tell  whether  the  transactions  are  proper 
or  improper  when  you  don't  know  what  they  are?    A.  Be- 
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cause  it  would  come  up  in  the  way  of  suggestion  or  incident 
from  some  other  men. 

Q.  Has  it  come  up  in  such  a  way?     A.  No. 

Q.  When  did  you  talk  over  with  Mr.  Short  the  question  of 
disbursements  for  legal  services  and  the  men  who  were  upon 
the  payroll  of  the  company?  A.  I  think  it  was  within  three 
years  past. 

Q.  Who  is  James  F.  Pierce?  A.  There  is  not  any  James 
F.  Pierce.     He  is  dead. 

Q.  Who  was  he  when  he  was  alive?  A.  He  was  a  lawyer 
in  this  city,  living  in  Brooklyn. 

Q.  When  did  he  die?  A.  I  believe  he  died  early  in  the  year. 
I  have  forgotten  exactly. 

Q.  This  year?     A.  This  year,  I  think. 

Q.  Was  he  formerly  Superintendent  of  Insurance  of  the 
State  of  New  York?     A.  Yes. 

Q.  When  did  he  cease  to  be  such  superintendent?  A.  You 
probably  have  got  the  record. 

Q.  No,  I  have  not  the  record  of  that.     A.  Haven't  you? 

Q.  No.  A.  Well,  I  do  not  carry  it  in  my  mind.  If  you 
have  the  figures  there  I  will  admit  them. 

Q.  I  asked  you  when  he  ceased  to  be  superintendent?  A.  I 
don't  know.     It  is  a  matter  of  record. 

Q.  How  long  was  he  under  regular  retainer  by  the  Mutual 
Life?    A.  Well,  since  he  left  the  Insurance  Department. 

Q.  I  have  a  reference  here  to  an  amount  paid  him  in  1900. 
Do  you  know  whether  he  was  paid  anything  before  that? 
A.  I  really  could  not  tell.  Whatever  your  records  show,  if 
they  are  from  the  books  they  are  undoubtedly  correct. 

Q.  I  have  stated  I  have  your  record  for  1900,  but  not  back 
of  that.  Can  you  tell  me  approximately,  and  subject  to  cor- 
rection, for  how  long  a  time  he  was  on  the  payroll  of  your 
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company?    A.  Since  he  ceased  to  be  the  Superintendent  of 
the  Insurance  Department. 

Q.  (Handing  paper.)  I  show  you  a  voucher  dated  January 
25,  1905,  as  follows:  "Vice-President's  Office.  Cashier, 
please  deliver  a  check  to  the  order  of  James  F.  Pierce  and  send 
to  me.  W.  R.  G.,  V.  P.  Twenty-five  hundred  dollars,"  with 
a  receipt  dated  January  25,  1905,  "Received  of  the  Mutual 
Life  Insurance  Company  of  New  York,  Twenty-five  hundred 
dollars  for  professional  services,  $2,500.00.  (Signed)  James 
F.  Pierce."  What  professional  services  did  Mr.  Pierce  render 
for  that?    A.  I  could  not  say,  sir. 

Q.  Do  you  know  what  the  age  of  Mr.  Pierce  was  when  he 
died?    A.  I  do  not. 
Q.  Was  he  not  about  75  years  old  ?    A.  I  have  no  idea. 
Q.  Had  the  Mutual  Life  paid  to  Mr.  Pierce  $2,500  a  year 
for  some  years?    A.  I  don't  know.    The  books  will  show  it 
probably  if  it  did. 

Q.  You  know  he  was  under  retainer  for  many  years  ?  A.  I 
know  he  was  under  retainer  by  Mr.  Short,  I  believe. 

Q.  Do  you  know  the  amount  of  the  retainer?  A.  No.  How 
should  I? 

Q.  Was  he  retained  without  your  knowledge  or  approval? 
A.  I  probably  was  cognizant  of  the  fact. 

Q.  Was  not  retainer  by  your  direction?  A.  Not  to  my 
recollection  or  belief. 

Q.  According  to  the  best  of  your  belief,  who  directed  his 
retainer?    A.  I  could  not  say.     When  did  he  begin? 

Q.  I  understood  you  to  say  as  he  ceased  to  be  Superintend- 
ent of  Insurance?  A.  Yes.  I  could  not  say  at  this  length 
of  time. 

Q.  Well,  can  you  say  what  professional  services  he  ever 
rendered?  A.  He  never  rendered  them  to  the  executive,  that 
I  am  aware  of.     Whatever  professional   services  he  rendered 
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he  rendered  to  the  law  department,  I  assume,  that  being  the 
proper  department  of  the  company  that  took  charge  of  the 
retaining  of  counsel  and  supervised  the  retainers  paid  them 
or  the  payments  for  their  professional  services  from  time  to 
time  as  they  accrued. 

Q.  When  you  went  over  the  roll  of  lawyers  retained  by  the 
company  with  Mr.  Short  two  or  three  years  ago,  did  the  ques- 
tion of  Mr.  Pierce's  retainer  come  up?  A.  Not  that  I  re- 
call, no. 

Q.  Did  you  endeavor  to  find  out  what  he  had  been  doing  for 
which  he  received  this  money  ?  A.  I  don't  know  that  it  was  ever 
called  to  my  attention. 

Q.  In  such  endeavor  to  reduce  the  legal  expenses  nothing  at 
all  was  said  about  that  retainer?    A.  Not  that  I  am  aware  of. 

Q.  Who  is  Charles  P.  McClelland?  A.  He  is  a  lawyer,  I 
believe. 

Q.  Has  he  been  for  some  time  employed  by  your  company  ?  A. 
Not  to  my  knowledge  definitely. 

Q.  Well,  why  do  you  say  definitely,  that  you  don't  remember 
the  exact,  particulars  ?     A.  Yes. 

Q.  But  you  do  not  question  the  fact  of  his  retainer?  A.  Not 
— Now,  I  want  to  make  myself  as  clearly  understood  as  possible, 
and  it  needs  a  little  explanation.  I  have  seen  in  some  of  the  news- 
papers lately,  some  of  the  reporters'  columns,  that  Mr.  McClell- 
and had  been  retained  by  the  Mutual  Life  Insurance  Company  of 
New  York.  His  firm — I  believe  he  has  a  partner,  I  don't  know 
who  it  is — ^he  has  an  office  in  the  Mutual  Life  Building.  I  don't 
know  that  I  ever  saw  Mr.  McClelland  but  once  in  my  life,  but  I 
have  seen  it  stated  in  the  papers  that  he  had  been  retained  by  the 
Mutual  Life.  I  have  no  reason  to  doubt  that  he  was  retained  by 
the  Mutual  Life.  Well,  that  is  not  what  I  want  to  say  exactly. 
I  mean  to  say,  it  having  been  stated  in  the  papers  that  Mr. 
McClelland  had  been  retained  by  the  Mutual  Life,  I  presume  it 


1899 


Testimony  of  Richard  A.  McCurdy 

is  the  fact,  although  that  is  a  presumption  that  is  rather  a  violent 
one  with  regard  to  many  things  you  see  in  the  newspapers. 

Q.  Did  you  direct  Mr.  McClelland's  retainer?    A.  No,  sir. 

Q.  Do  you  know  what  sort  of  business  he  attended  to?  A.  I 
don't  know  that  he  ever  did  attend  to  any  excepting  what  I  saw  in 
the  newspapers,  as  I  have  just  remarked. 

Q.  I  show  you  the  following  vouchers  in  favor  of  Mr.  McClell- 
and, which  do  not  state  upon  their  face  the  nature  of  the  services 
rendered,  but  merely  state  on  account  of  legal  services :  December 
17,  1900,  six  hundred  and  eighty-nine  dollars  thirty-two  cents; 
January  8,  igoi,  which  states  for  legal  services  and  disburse- 
ments, twenty-seven  hundred  dollars;  April  20,  1901,  legal 
services  and  disbursements  to  date,  $1,458;  October  7,  1901,  for 
legal  services  and  disbursements  to  date,  $1,458;  October  7,  1901, 
for  legal  services  and  disbursements  to  date,  $1,000;  February 
14,  1902,  for  legal  services  and  disbursements  to  date,  $750; 
March  31,  1902,  for  legal  services  and  disbursements  to  date, 
$2,350.  Do  those  in  any  way  refresh  your  recollection  so  you  can 
state;  what  the  nature  of  the  services  were  that  were  rendered? 
A.  Since  I  answered  your  first  question,  Mr.  Hughes,  I  wish  to 
correct  my  answer,  because  the  subject  was  a  new  one  to  me  and 
at  the  moment  I  did  not  recollect  the  nature  of  any  legal  work  that 
Mr.  McClelland  may  have  done  for  us.  It  now  recurs  to  me, 
and  I  shall  ask  permission  to  ask  Mr.  Allen  if  I  am  correct  in  that, 
that  I  have  word  that  Mr.  McClelland  was  one  of  the  regular 
attorneys  of  the  company  engaged  in  the  foreclosure  of  mortgages 
and  collecting  interest  on  foreclosed — interest  on  bonds.  Is  that 
correct,  Mr.  Allen? 

MR.  ALLEN :  That  is  correct,  foreclosure  of  mortgages. 

THE  WITNESS :  I  had  forgotten  that  for  the  moment,  but  it 
now  recurs  to  me  that  I  have  heard  of  that  fact. 
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Q.  Will  you  state  what  your  practice  is  with  regard  to  com- 
pensating attorneys  in  foreclosure  cases,  what  do  they  receive,  a 
regular  retainer,  or  a  fee  or  the  costs  that  are  taxed  ?  A.  Well, 
Mr.  Allen  can  answer  that  question. 

MR.  ALLEN :  They  receive  "the  costs  which  are  taxed  on  the 
foreclosure  and  the  allowance  that  is  given  by  the  courts. 

Q.  In  case  the  Mutual  Life  itself  takes  in  the  property,  is  an 
allowance  paid  prior  to  the  disposition  of  the  property? 

MR.  ALLEN:  Yes. 

MR.  HUGHES :  I  would  be  very  glad,  in  order  that  this  matter 
may  not  be  misapprehended  in  any  way,  to  have  Mr.  Allen  state 
now  if  he  is  able  to  do  so 

THE  WITNESS :  Mr.  Allen,  kindly  answer  any  question  Mr. 
Hughes  may  put  to  you. 

MR.  HUGHES  (Continuing)  :  Just  what  the  matters  were  in 
which  Mr.  McClelland  was  employed  and  for  which  these  moneys 
were  paid? 

MR.  ALLEN :  I  am  unable  to  state  in  detail.  I  know  that  Mr. 
McClelland  was  retained  as  an  attorney,  I  know  the  facts,  but  as 
to  the  character  of  the  services  that  were  performed  I  am  unable 
to  state.  He  did,  as  I  say,  foreclose  mortgages  for  the  company 
the  same  as  other  attorneys,  but  to  attempt  to  state  what  services 
were  performed  for  which  those  payments  were  made,  it  is  not 
within  my  knowledge  and  I  cannot  therefore  say  what  they  were. 

MR.  HUGHES :  Do  you  know,  Mr.  Allen,  whether  in  fact  the 
moneys  were  paid  for  services  in  foreclosure  suits  ? 
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MR.  ALLEN :  I  do  not  know  the  facts.  All  I  can — all  the  in- 
formation I  can  give  is  simply  from  the  vouchers  themselves  and 
from  the  general  knowledge  that  he  has  been  for  some  time  an 
attorney  on  the  company's  books  and  performed  services  whenever 
he  was  requested  to  ,do  so  or  retained. 

MR.  HUGHES :  I  suppose  your  registers  will  show  just  what 
foreclosure  proceedings  there  were  pending  in  the  years  I  have 
mentioned  in  which  Mr.  McClelland  or  that  firm  appeared. 

MR.  ALLEN :  Without  doubt. 

MR.  HUGHES :  If  you  will  furnish  me  a  statement  of  that  so 
they  can  go  in  to-day  with  the  vouchers  I  will  be  glad  to  have  that 
done.  It  is  not  necessary  to  have  a  formal  statement,  just  a 
general  statement. 

MR.  ALLEN :  Do  you  mean  the  suits  showing  what  property 
was  foreclosed  or  what  data  do  you  wish  ? 

MR.  HUGHES :  Data  which  will  show  the  suits  in  which  he 
was  rendering  services,  the  property  involved,  and  its  disposition 
at  the  sale  and  the  cost. 

MR.  ALLEN :  That  can  be  easily  obtained. 

MR.  HUGHES:  That  would  indicate  normally  what  the  com- 
pensation would  be,  and  it  can  be  compared  with  the  vouchers. 

BY  MR.  HUGHES: 

Q.  I  notice  one  of  these  vouchers,  December  17,  1900,  has  upon 
the  corner  of  it  the  name  Fields?    A.  What? 
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Q.  The  word  Fields?    A.  Yes. 

Q.  Who  is  Mr.  Fields?  A.  He  is  the  superintendent  of  the 
supply  department  of  the  Mutual  Life. 

Q.  What  has  Mr.  Fields  to  do  with  the  legal  department  of  the 
Mutual  Life  ?    A.  1  don't  know  that  he — well,  I  don't  know  at  all. 

0.  Has  he  ever,  so  far  as  you  know,  had  anything  to  do  with 
the  retaining  of  lawyers  for  the  Mutual  Life?    A.  No. 

0.  Is  there  any  reason  that  occurs  to  you  why  he  should  O.  K. 
a  voucher  for  legal  services?     A.  I  don't  think  he  did. 

Q.  Is  that  his  handwriting?  A.  Not  that  I  am  aware  of  or  that 
I  believe.  The  O.K'ing  of  it  constitutes  the  initials  of  I.  M.  L., 
or  Isaac  M.  Lloyd,  second  vice-president. 

Q.  Can  you  explain  how  it  is  that  the  name  Fields  appears  on 
the  corner  of  the  voucher  ?  A.  I  cannot.  When  was  this  ?  De- 
cember, 1900? 

Q.  Yes.  A.  Five  years  ago? 

Q.  Yes.  A.  No.  I  would  say  here,  though,  that  the  bill  has 
been  stamped  "Committee  on  Expenditures,  ordered  paid  De- 
cember 6,  1900,  signed  J.  H.  Herrick  and  J.  B.  Holden,  and  the 
other  sig'nature  I  do  not  recollect,  who  was  the  other  member  of 
the  Committee  on  Expenditures  at  that  time;  but  Mr.  Herrick 
was  the  chairman  of  the  committee  and  he  is  now  dead,  unfortu- 
nately. If  he  were  here  he  would  probably  take  great  pleasure  in 
explaining  the  matter  to  you. 

Q.  Well,  I  noticed  all  that,  but  I  merely  wanted  to  know  what 
if  any  explanation  there  is  for  the  name  Fields  appearing  on  the 
voucher?    A.  I  cannot  imagine. 

Q.  (Handing  paper).  I  show  you  a  voucher  dated  January  12, 
1905,  as  follows :  "New  York,  January  12,  1905.  Received  of  the 
Mutual  Life  Insurance  Company  of  New  York  $750  for  profes- 
sional services  to  date,  $750.00.  (Signed)  James  R.  Craig'."  Who 
is  James  R.  Craig?    A.  I  never  heard  of  him. 
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Q.  I  call  your  attention  to  the  stanip  on  the  left  of  that  voucher 
"Recommended  for  payment  by  Fields?"    A.  Yes. 

Q.  January  i6th,  1905?    A.  Yes. 

Q.  The  words  recommended  for  payment  and  the  dates  being 
in  the  stamp,  and  "Fields"  being  written  in  ink?     A.  Yes. 

Q.  Will  you  explain  that,  please  ?  A.  I  do  not  know  whether 
that  is  his  signature  or  not.  I  do  not  recognize  it.  Do  you  know 
who  Mr.  Craig  is,  may  I  ask? 

Q.  No,  I  do  not.  A.  Well,  I  do  not,  and  never  heard  of  him. 
This  seems  to  have  been  stamped  in  the  same.  It  is  ordered  paid 
by  the  Committee  on  Expenditures  and  that  is  signed  by — well, 
it  is  too  obscure,  I  cannot  make  it  out,  who  it  was  signed  by, 
Oh,  J.  W.  H.  or— J.  H.  H.,  that  means  J.  Hobart  Herrick. 

Q.  This  stamp  of  the  Committee  on  Expenditures  is  as  follows : 
"Committee  on  Expenditures,  ordered  paid  January  18,  1905, 
$750.00,  then  with  certain  initials,  probably  of  the  members? 
A.  J.  H.  H. 

Q.  J.  H.  H.  The  other  stamp  is  $750.  Recommended  for  pay- 
ment by  Fields,  January  13,  as  I  read  it,  1905,  and  "approved  for 
payment  W.  R.  G."  Now,  it  would  seem  from  that  that  Fields 
recommended  the  payment,  then  W.  R.  Gillette  approved  the  pay- 
ment, and  then  the  Committee  on  Expenditures  ordered  the  pay- 
ment. Is  that  a  correct  interpretation  of  the  voucher?  A.  I 
cannot  say.  I  never  saw  it  before  and  never  knew  anything  about 
the  transaction. 

Q.  Do  you  know  of  the  practice  of  Mr.  Fields,  the  head  of  your 
supply  department,  recommending  payments  to  be  made  for  legal 
services?  A.  No,  but  there  is  no  reason  he  should  not  if  he 
happened  to  know  about  them. 

Q.  Why  should  he?    A.  Oh,  I  cannot  tell  that. 

Q.  What  are  the  duties  of  Mr.  Fields?  A.  Suppose  you 
recommended  a  committee  to  make  a  payment  for  services,  if  you 
were  a  reputable  gentleman,  whether  you  were  in  the  service  of 
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the  company,  as  you  are — I  ought  to  add  if  you  are  in  the  service 
of  the  company  or  not — that  might  very  properly  be  noted  on 
the  margin  of  a  voucher,  that  the  payment  was  recommended  by 
you.  It  might  be  recommended  by  anyone,  by  a  dozen  people  vi^ho 
were  cognizant  of  the  services  rendered  or  upon  whom  the  com- 
mittee relied  for  the  voucher. 

Q.  Who  is  Mr.  Fields  ?  A.  Mr.  Fields,  as  I  have  told  you,  is 
the  superintendent  of  the  supply  department  of  the  Mutual  Life 
Insurance  Company. 

Q.  What  is  the  supply  department?  A.  The  supply  depart- 
ment looks  after  all  the  advertising  and  purchasing  of  stationery 
and  things  of  that  kind.  I  believe  he  takes  care,  too,  of  the  build- 
ings, that  is,  pays  the  janitors  and  I  believe  some  four  or  five 
hundred  people  employed  there.  I  think  that  is  done  through 
the  supply  department  or  was,  that  the  office  of  the  superintendent 
of  the  building,  who  employs  these  people,  I  think  that  that 
follows  this  money  through  the  supply  department,  but  I  am  not 
sure. 

Q.  How  long  has  Mr.  Fields  been  at  the  head  of  the  Supply 

Department?     A.  I  should  think  about  possibly  fifteen  years. 

Q.  How  long  have  you  known  him?     A.  About  that  length 

of  time — ^why  it  is  natural  I  would  know  him  when  he  was 

so  appointed. 

Q.  Did  you  know  him  previously?  A.  I  am  not  sure.  The 
first  superintendent  of  the  Supply  Department  and  the  last 
one  that  I  recall  in  any  case,  was  a  Mr.  Charles  F.  Ulrich. 
He  died  some  years  ago,  and  my  impression  is  that  Mr.  Fields 
was  his  assistant,  and  when  Major  Ulrich  died  he  was  pro- 
moted to  his  place,  so  that  your  question  I  answer  in  that 
way,  that  if  that  is  the  fact,  that  he  was  in  Major  Ulrich's 
employment  or  the  employment  of  Major  Ulrich  as  superin- 
tendent of  that  department,  I  probably  knew  him  more  or 
less. 
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Q.  You  do  not  know  whether  he  was  in  the  employ  of  the 
company  before  he  was  made  superintendent?  A.  No,  I  do 
not,  positively.     I  assume  that  he  was. 

Q.  But  you  do  not  know  in  what  capacity?    A.  No. 

Q.  During  the  time  that  he  has  been  superintendent  has 
he  had  any  other  business  that  you  know  of?     A.  Yes. 

Q.  What  was  it?  A.  I  think  he  has  been  in  a  general  way 
under  the  direction  of  the  Law  Department.  He  has  looked 
after  legislation  here  and  in  other  States. 

Q.  Has  that  been  with  j'our  sanction?  A.  It  was  a  matter 
that  was  in  charge  of  the  Law  Department.  If  they  approved 
it,  I  should  have  approved  of  it. 

Q.  Did  the  Law  Department,  or  any  official  representing  it, 
ask  your  approval  of  the  course  taken?  A.  I  could  not  give 
any  testimony  one  way  or  the  other  upon  such  a  question  as 
that. 

Q.  Don't  you  recollect  whether  or  not  l\Ir.  Fields'  action 
or  employment  to  look  after  matters  of  legislation  was  with 
your  approval?  A.  Oh,  yes,  in  that  sense,  if  you  mean  the 
general  official  approval. 

Q.  Yes.  A.  Of  the  president  of  a  corporation,  that  such 
and  such  a  department  should  be  looked  after  by  such  and 
such  a  person,  who  was  recommended  as  qualified  for  that 
post,  yes,  in  that  sense  it  met  with  my  approval. 

Q.  Was  Mr.  Fields  a  lawyer?     A.  I  fancy  not,  no. 

Q.  What  were  his  qualifications  ?  A.  I  could  not  tell ;  I 
did  not  appoint  him. 

Q.  No,  but  the  qualifications  which  led  you  to  view  his 
employment  without  disfavor?  A.  Oh,  that  is  very  fanciful, 
that  I  had  any  particular  knowledge  of  Mr.  Fields'  qualifica- 
tions for  what  ever  he  did,  for  the  head  of  the  Supply  Depart- 
ment or  anything  else.  He  was  there,  and  a  good  man,  and 
if  there  was  nothing  against  him  he  would  get  that  place,  and 
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so  on.  If  for  one  rea-son  or  other,  Mr.  Short,  we  will  say, 
chose  to  employ  him  for  a  messenger  boy  I  should  not  forbid 
him.  When  I  say  messenger  boy,  I  use  the  word  figuratively, 
of  course. 

Q.  Do  you  know  where  Mr.  Fields  is  now?  A.  No,  I  do 
not. 

O.  When  did  you  last  see  him?  A.  I  saw  him  sometime 
during  the  summer. 

Q.  Have  not  you  seen  him  this  fall?     A.  No. 

Q.  Do  you  know  whether  or  not  he  has  been  in  New  York 
recently?     A.  I  do  not  know,  no. 

Q.  What  is  his  condition  of  health,  something  has  been  said 
about  that?  A.  The  last  time  I  saw  him  he  was  helped  into 
my  office  by  a  man  on  whose  shoulder  he  limped  and  who 
accompanied  him  in  and  seated  him  on  the  chair,  and  he  had 
come  up  from  somewhere  down  on  the  Jersey  coast,  I  believe, 
where  he  had  been  spending  part  of  the  summer,  at  any  rate, 
by  the  advice  of  his  physician,  and  being  there  he  came  up  to 
see  me,  and  as  the  common  expression  is,  to  pay  his  respects 
to  me.  He  was  helped  into  the  room  and  helped  out  of  it, 
and  he  came  up  on  an  elevator  and  went  down  on  an  elevator. 

MR.  BECK:  As  you  desire  information  about  Mr.  Fields, 
I  take  the  liberty  of  handing  you  an  affidavit  by  his  physicians 
showing  exactly  his  condition  and  where  he  now  is,  and  will 
ask  that  it  be  spread  upon  the  record. 

MR.  HUGHES:     It  will  be.     I  offer  it  in  evidence. 

(The  paper  was  submitted  in  evidence,  marked  Exhibit  No: 
271,  and  read  by  Mr.  Hughes.) 

MR.  BECK :  Will  you  allowe  me  to  add  that,  in  that  affidavit, 
the  exact  nature  of  his  illness  is  not  stated,  because  I  am  not  aware 
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tliat  the  family  knows  the  exact  nature  of  his  trouble,  but  I  have 
no  objection  to  mentioning  to  Mr.  Hughes  confidentially  and  to 
the  Committee,  save  it  is  a  very  serious  one,  and  which,  if  stated, 
I  think  would  go  far  toward  excusing  his  absence. 

MR  HUGHES :  There  seems  to  be  some  discrepancy  between 
the  idea  of  this  position  and  what  has  been  stated.  Dr.  Judson 
believes  that  Mr.  Fields  has  been  in  Southern  California  pur- 
suant to  his  advice,  whereas  I  understand  from  you,  Mr. 
McCurdy,  that  he  has  been  on  the  Jersey  Coast  during  the 
summer. 

THE  WITNESS  :  Let  me  see  that  please.     (Laughter). 

THE  CHAIRMAN :  The  Committee  would  prefer  that  those 
present  do  not  manifest  any  emotions  audibly.  It  does  not  help 
any  and  embarrasses  some. 

THE  WITNESS  :  As  I  recollect  the  affidavit,  I  have  never  seen 
it  before,  and  was  not  aware  that  Mr.  Beck  has  it,  as  I  recollect  it, 
this  doctor  says  that  he,  in  April  recommended  him  to  go  to  the 
south  of  France  or  Southern  California,  but  he  does  not  say  he  went 
there,  and  I  know  that  is  not  so,  and  that  he  was  down  on  the 
Jersey  Coast  somewhere  during  the  month  of  July,  sometime  dur- 
ing the  summer. 

Q.  The  doctor  says  he  is  informed  and  believes  he  is  now  in 
California.    A.  Yes. 

Q.  Have  you  any  information  or  belief  to  that  effect?  A.  I 
don't  know  anything  about  it. 

Q.  Is  there  anyone  connected  with  your  company  who  could 
tell  where  he  is  or  enable  the  Committee  to  satisfy  itself  as  to  his 
condition?    A.  I  don't  know  anything  about  it. 
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Q.  Well,  Mr.  McCurdy,  is  there  anyone  who  can  tell  where 
your  Superintendent  of  the  Supply  Department  is  ?  A.  We  know 
generally  that  he  is  ill,  and  absent  under  the  direction  of  his 
physician.  We  have  a  competent  assistant,  or  he  had  a  competent 
assistant,  who  is  carrying  on  the  business  until  we  ascertain 
reasonably  how  soon  he  is  likely  to  return  to  take  charge  of  his 
duties  or  not.  The  same  as  it  would  be  in  the  case  of  any  other 
ofScial  who  is  temporarily  detained  away  by  illness. 

Q.  But,  of  course,  you  have  means  of  communicating  with 
him?  A.  I  never  knew  where  he  was. 

Q.  I  mean  in  your  office.    A.  I  presume  so. 

Q.  You  can  possibly  find  out  for  me  during  the  lunch  hour 
where  he  is,  so  that  we  can  communicate  with  him  as  well.  A.  I 
have  no  objection. 

Q.  Did  Mr.  Fields  receive  any  compensation  for  the  services 
which  he  rendered  in  connection  with  matters  of  legislation?  A. 
Not  that  I  am  aware  of. 

Q.  These  were  services  in  addition  to  what  he  was  paid  his 
salary  for  as  superintendent  of  the  supply  department  ?  A.  Well, 
really  you  ask  me  to  testify  to  things  that  I  only  know  about  in  a 
very  general  way,  and  if  Mr.  Fields  did  anything  that  he  was  told 
to  do  by  Mr.  Short  or  by  any  other  competent  authority  in  the  law 
department,  he  probably  did  it.  I  don't  suppose  he  got  anything 
else  bufwhat  his  regular  salary  was,  because  we  don't  pay  double 
salaries. 

Q.  Well,  it  would  hardly  be  a  double  salary  if  the  work  was 
outside  the  work  for  which  he  was  paid  one  salary?  A.  Well, 
however  that  ma\'  be,  that  is  a  hypothetical  question  whether  it 
was  or  not.  Still,  I  don't  know  and  have  no  reason  to  believe  Mr. 
Fields  was  ever  paid  anything  but  his  regular  salary,  if  that  is 
what  you  want  me  to  testify  to. 

Q.  I  find  several  vouchers  here  in  which  the  payment  is  recom- 
mended by  Mr.  Fields,  and  I  call  your  attention  to  them  and  ask 
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if  you  can  make  any  statement  regarding^  them:  February  20, 
1905,  $901.15  for  services  George  Plunkitt.  Who  is  George 
Plunkitt?    A.  I  don't  know. 

Q.  January  15,  1905,  $250,  John  E.  Ash,  Jr.,  legal  services. 
Who  is  John  E.  Ash  ?    A.  I  don't  know. 

Q.  Both  of  these  you  will  notice  are  recommended  for  payment 
by  Mr.  Fields. 

MR.  HUGHES :  I  would  be  very  glad  at  any  point  here  to  be 
interrupted  by  Mr.  Allen,  if  any  of  these  names  I  mention,  are 
names  of  lawyers  in  other  States  or  anywhere,  who  are  rendering 
services  in  the  usual  way. 

Q.  January  30,  1904,  $300,  on  account  of  professional  services, 
Louis  F.  Murray,  recommended  for  payment  by  Fields?  A.  I 
don't  know  him. 

Q.  February  11,  1904,  $225,  legal  services  to  March  ist,  recom- 
mended for  payment  by  Fields,  the  voucher  signed  by  M.  E. 
Mullaney.  Who  is  M.  E.  Mullaney?  A.  I  give  it  up.  I  never 
heard  of  him. 

Q.  Another  voucher  of  March  15,  1904,  $175,  M.  E.  Mul- 
laney?    A.  Never  heard  of  him  before. 

Q.  $150,  October  17,  1904,  recommended  for  payment  by 
Fields.  William  M.  Carpenter?  A.  I  am  not  sure  whether 
I  ever  heard  of  him  or  not. 

Q.  Another  one,  December  i,  1904,  recommended  for  pay- 
ment by  Fields,  $230.74,  M.  E.  Mullaney?  A.  Don't  know 
him. 

Q.  Another  one,  January  7,  1904,  recommended  for  pay- 
ment by  Fields  for  professional  services  and  disbursements, 
company  business,  $725.  William  M.  Carpenter.  Who  is 
he  ?     A.  The  same ;  I  say  I  am  not  sure ;  I  don't  know. 

Q.  January  7,  1904,  recommended  for  payment  by  Fields, 
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$1,175,  on  account  of  legal  services,  James  O.  Lawrence.   Who 
is  he?     A.  Don't  know  anything  about  him. 

Q.  November  10,  1904,  recommended  for  paynient  by  Fields, 
$2,250,  on  account  of  money  paid  out  for  professional  services, 
J.  H.  Armstrong?  A.  Don't  know  anything  about  him,  unless 
it  is  that  honorable  gentleman  who  looks  at  me. 

THE  CHAIRMAN:     No  such  fortune,  I  think. 

THE  WITNESS:     What?     No  such  good  luck. 

Q.  I  show  you  a  voucher,  February  i,  1904,  $2,500,  for  legal 
services  rendered  J.  Howard,  Jr.  Who  is  J.  Howard,  Jr.? 
A.  He  is — was  formerly,  and  still  is,  a  writer  for  the  press. 
That  was  in  the  nature  of  advertising. 

Q.  Was  that  legal  services?  A.  Well,  I  fancy  that  was 
put  on  there  by  inadvertence  because  he  isn't  a  lawyer.  At 
least,  I  never  heard  that  Joe  Howard  was  a  lawyer. 

Q.  That  is  under  date  of  February  10,  1904.  Now,  I  show' 
you  another  voucher  under  date  of  May  4,  1905,  received  from 
the  Mutual  Life  Insurance  Company  of  New  York,  $2,500,  on 
account  of  professional  services,  repayable  on  demand.  May 
17,  1905,  J.  Howard,  Jr.  Can  you  explain  that?  A.  Probably 
he — some  correspondence — he  conducts  here  a  literary 
bureau,  and  his  office  is  like  that  of — it  is,  so  to  speak,  a  public 
office,  in  the  American  Tract  Company's  building,  I  think; 
somewhere  up  there.  He  writes  for  a  number  of  papers,  the 
Boston  Globe,  I  believe,  and  carries  on  a  syndicate  of  that 
kind.    We  have  employed  him  for  a  number  of  years. 

Q.  Well,  what  are  the  professional  services — those?  A. 
Those  services? 

Q.  Why  repayable  on  demand  ?  A.  That  I  can't  say.  Per- 
haps that  was  an  advance  on  future  bills. 
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Q.  Well,  I  see  that  it  was  approved  by  you?  A.  Yes,  1 
noticed  that  myself.  I  say  very  likely  it  was  an  advance,  as 
a  good  many  people  sometimes  get. 

Q.  Well,  it  was  an  accommodation,  wasn't  it?  A.  No,  I 
don't  think  it  was  an  accommodation. 

Q.  An  advance  for  further  work?  A.  An  advance  for  fur- 
ther work  that  was  probably  being  done. 

Q.  And  what  was  the  nature  of  that  work  specifically?  A. 
The  nature  of  the  work  was  general  correspondence  through- 
out the  press  of  the  country. 

Q.  And  did  you  understand  that  that  was  to  be  charged 
to  law  expenses?  A.  I  fancy  not.  There  is  nothing  to  indi- 
cate it.     No,  I  didn't  direct  it  to  be  charged  to  legal  expenses. 

Q.  Do  you  remember  how  you  did  direct  it  to  be  charged? 
A.  I  don't  think  I  directed  it  to  be  charged  at  all. 

Q.  Whose  handwriting  is  that?  "Law"?  In  blue  pencil 
upon  it?     A.  I  can't  say;  I  don't  know. 

Q.  How  much  money  has  the  Mutual  Life  paid  Mr.  Howard 
a  year,  do  you  know?  A.  My  impression  is  thatvit  pays  him 
somewhat  along  in  the  neighborhood  of  $2,500. 

Q.  Well,  is  it  more  than  that?     A.  Well,  I  should  say  not. 

Q.  Then,  do  I  understand  that  in  the  course  of  Mr.  Fields' 
work  as  representing  you  in  matters  relating  to  legislation 
he  could  recommend  for  payment  amounts  of  money  and  they 
would  be  paid  upon  his  recommendation  without  further  super- 
vision? A.  I  don't  know  what  you  understand  about  it,  but 
I  don't. 

Q.  Well,  I  would  like  to  have  you  state  what  you  under- 
stand?    A.  I   don't  understand  anything  about  it. 

Q.  Which  is  quite  more  to  the  point?  A.  I  don't  under- 
stand anything  about  it. 

Q.  Well,  don't  you  know  anything  about  the  practice?  A. 
No.     I  see  his  name  on  the  statement  apparently  made;  also 
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that  it  was  recommended  by  Fields.  I  don't  know  who  wrote 
that,  whether  he  wrote  it  himself  or  who  wrote  it.  I  am  not 
familiar  with  his  signature  or  how  it  came  up. 

Q.  Who  had  authority  to  direct  what  Mr.  Fields  should 
do?    A.  Well,  he  was  the  head  of  a  department  himself. 

Q.  And  he  could  do  as  he  liked?     A.  Well,  not 

Q.  He  wasn't  the  head  of  the  Law  Department?     A.  No. 

Q.  Well,  in  regard  to  these  matters  pertaining  to  legisla- 
tion, who  could  direct  what  he  should  do  ?     A.  I  don't  know. 

Q.  Did  you  ever  direct?     A.  No. 

Q.  Did  you  ever  talk  with  him  about  what  he  was  doing? 
A.  Not  specially,  no. 

Q.  But  generally?     A.  Oh,  I  knew  in  a  general  way. 

Q.  Well,  you  met  him  frequently,  didn't  you?    A.  No,  sir. 

Q.  Didn't  he  keep  you  posted  on  matters  of  legislation? 
A.  No. 

Q.  Did  you  know  he  had  a  house  in  Albany  ?  A.  I  heard  he  had 
two  or  three  years  ago,  and  what  I  subsequently  was  informed 
was  a  very  exaggerated  account,  that  Mr.  Fields  had  a  house  in 
Albany.  I  inquired  into  it  and  I  was  told  that  Mr.  Fields'  health 
was  not  good,  that  in  order  to  avoid  the  exposure  to  his  health 
and  the  excitement  of  living  at  a  hotel,  he  and  some  three  or  four 
other  men  together  hired  a  house  for  the  season,  and  paid  $800 
for  it,  and  they  divided  the  expense  between,  them. 

Q.  What  was  the  season  for  which  they  hired  it?    A.  Oh,  I 
don't  know. 
Q.  The  winter?    A.  Probably  during  the  winter,  yes. 
Q.  And  who  were  the  three  or  four  men?     A.  Oh,  I  don't 
know. 
Q.  Did  you  ever  hear  ?    A.  No. 

Q.  Do  you  understand  the  climate  of  Albany  was  considered 
preferable  to  that  of  Dobbs  Ferry?  A.  No ;  but  I  considered  that 
the  climate  of  Albany  was  such  that  if  a  man  who  was  in  ill 
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health,  it  would  be  very  much  more  desirable  that  he  should  have 
the  comfort  of  a  private  house  than  that  he  should  be  subjected 
to  the  exposure  necessarily  incident  to  going  to  a  hotel  and 
changing  rooms  and  that  sort  of  thing. 

Q.That  is  if  his  business  required  his  attendance  at  Albany? 
A.  If  his  business  required  him  to  be  at  Albany  it  would  be  a 
great  deal  better  for  him  to  hire  a  house  at  $800  a  year  for 
a  few  weeks,  and  then  divide  that  with  three  or  four  other 
men  than  it  would  be  going  to  a  hotel  and  shifting  around 
from  place  to  place. 

O.  How  much  of  his  time  did  his  business  require  him  to  be  at 
Albany?     A.  I  don't  know. 

Q.  Did  you  know  that  it  required  him  to  be  there  at  all  ?  A.  In 
a  g'eneral  way,  yes. 

Q.  What  did  you  suppose  he  was  doing  there?  A.  I  supposed 
that  he  was  in  general  looking  after  the  progress  of  legislation. 
Q.  Did  he  report  to  you  from  time  to  time?  A.  No,  sir. 
O.  What  did  you  understand  he  was  doing  in  looking  after  the 
progress  of  legislation?  A.  Well,  I  can  answer  that  in  this  way, 
and  it  differs  in  no  respect  in  any  one  state  from  the  conditions 
in  another.  We  have  got  about  forty-five — between  forty- 
five  and  fifty  legislatures  in  session  every  year,  and  we  have 
got  between  forty-five  and  fifty,  superintendents,  and  all 
these  men  are  ot  different  degress  of  intelligence,  different 
degrees  of  education,  different  degrees  of  knowledge  with 
regard  to  the  subject  which  they  are  supposed  to  super- 
intend technically,  most  of  them  are  honest,  a  few 
are  dishonest.  I  don't  know — I  couldn't  mention  in- 
dividuals when  I  state  a  general  fact  of  that  kind,  but  you  can 
strike  that  out  if  you  choose  to,  if  you  like — strike  it  out.  Still, 
legislation  has  to  be  watched  in  every  State.  If  it  wasn't  watched 
every  corporation  like  an  insurance  corporation  would  be  in — 
would  be  culpable  in  not  protecting  the  interests  that  are  entrusted 
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to  it.  If  legislatures  were  not  watched,  were  not  informed,  insur- 
ance probably  would  be  legislated  and  superintended  out  of 
existence  in  less  than  five  years,  if  it  was  allowed  to  run  without 
information  on  subjects  that  are  brought  up  for  consideration  at 
every  session  almost.  It  is  the  duty  of  a  large  insurance  company 
to  see  that  its  interests  are  guarded  as  much  at  the  capital  of  a 
state  as  in  any  village  or  other  town  in  the  State,  more,  too,  be- 
cause there  is  greater  danger. 

Q.  And  that  was  Mr.  Fields'  special  business?  A.  I  can't  say 
■ — testify  to  that,  no.  I  am  answering  in  a  general  way.  As  to 
any  specific  knowledge  of  whatever  duties  were  required  of  him 
by  the  law  department  and  by  these  vouchers  you  have  shown  me, 
they  probably  did  go  to  the  retaining  of  lawyers  and  all  that  sort 
of  thing — why,  I  don't  know  where  I  started  from  because  my 
mind  drifted  away,  but  that  there  is  legitimate  and  proper  use  for 
skilful  agents  at  the  seats  of  legislation  everywhere,  there  is  no 
manner  of  doubt. 

Q.  In  order  to  determine  the  legitimate  and  proper  use  of 
moneys  for  that  purpose,  did  you  insist  upon  a  system  of  vouchers 
which  would  disclose  the  services  rendered  by  the  persons  who 
received  money?     A.  Never  insisted  anything  about  it. 

Q.  Did  you  regard  that  as  a  matter  of  importance?  A.  Never 
regarded  anything'  about  it.     It  wasn't  my  business. 

Q.  Did  you  take  any  pains  to  ascertain  whether  the  use  of 
moneys  was  legitimate  or  illegitimate?  A.  I  am  not  aware  that 
I  was  ever  asked  any  such  question  by  anybody.  Mr.  Fields' 
employment  as  the  head  of  the  supply  department  was  well 
known.  He  was  an  official  of  the  company,  and  if  he  acted,  as  I 
presume  he  did,  in  legal  matters,  under  the  action  of  the  law- 
department,  why,  it  was  correct  and  regular  and  proper  to  assume 
that  everything  is  correct  and  regular. 

Q.  Do  you  know  Andrew  Hamilton?  A.  Never  saw  him  in 
my  life. 
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Q.  Did  you  know  that  the  Mutual  Life  Insurance  Company 
had  paid  him  money?    A.  Never  knew  it  and  don't  now. 

Q.  Is  it  a  surprise  to  you  that  I  should  suggest  it  in  my  ques- 
tion?   A.   Quite  so,  excepting  what  I  read  in  the  paper. 

MR.  HUGHES :  Do  you  want  to  adjourn  before  I  go  into 
this  ? 

THE  CHAIRMAN :  Yes.  This  afternoon  no  one  will  be 
allowed  to  stand  on  these  side  aisles,  and  the  sergeant-at-arms 
will  be  requested  to  enforce  that  rule  very  rigorously.  It 
interferes  very  materially  with  the  work  here  for  the  people 
to  stand  as  closely  as  they  do. 

The  Committee  will  take  an  adjournment  until  2.15  sharp. 
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AFTER  RECESS. 

THE  CHAIRMAN :  Now,  the  first  two  rows  of  seats  are 
reserved  for  witnesses  and  counsel.  If  any  others  are  occupy- 
ing them  except  witnesses  and  counsel  they  will  please  vacate 
the  first  two  rows  of  seats.  This  afternoon  no  one  will  be 
allowed  to  stand  on  the  side  aisles.  The  side  aisles  must  be 
kept  clear. 

MR.  HUGHES :  Mr.  McCurdy— is  the  elder  Mr.  McCurdy 
here  yet? 

RICHARD  A.  McCURDY  resumed  the  stand. 

BY  MR.  HUGHES : 

Q.  Have  you  been  able  to  ascertain  during  the  recess,  Mr. 
McCurdy,  what  the  present  address  is  of  Mr.  Andrew  C. 
Fields? 

THE  WITNESS:     Mr.  Smith,  did  you  find  it  out? 
MR.  SMITH:     No. 

THE  WITNESS :  I  have  been  so  much  interested,  I  have 
not  had  an  opportunity  during  the  recess,  Mr.  Hughes,  to 
do  more  than,  as  I  say,  to  ask  one  of  my  associates  to  find  it 
out  for  me,  and  I  supposed  he  he  had  done  so. 

Q.  I  show  you  a  voucher  dated  May,  1901,  for  $3,806.33,  for 
professional   services   rendered,  signed  Andrew  Hamilton,  a 
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voucher  on  your  company  for  that  amount  paid  to  Andrew 
Hamilton.  Do  you  know  what  professional  services  were 
rendered  by  him?  A.  Not  the  sHghtest,  I  never  was  aware 
that  he  had  rendered  any. 

Q.  Then  you  don't  even  know  the  general  character  of  the 
services  rendered  by  him  at  any  time?  A.  If  you  will  allow 
me,  Mr.  Hughes,  I  will  look  this  over  and  see  if  I  can  get 
any  idea  from  the  endorsements.  I  find  this  endorsement  on 
it,  "April  30,  1901.  Will  you  kindly  authorize  check  for 
$3,806.33  for  Judge  Hamilton  to  the  order  of  Andrew  Hamil- 
ton. E.  L.  S.  G.  S."  That  means  E.  L.  Short,  General  So- 
licitor? 

THE  CHAIRMAN:  Smoking  is  not  allowed  in  the  room 
during  the  sessions  of  the  Committee. 

A.  (Continuing.)  And  also  I  find,  April  30th,  practically 
the  same  thing,  "Law  Department,  New  York,  April  30,  1901, 
to  the  Committee  on  Expenditures.  Please  authorize  the  pay- 
ment of  $3,806.33,  check  to  be  drawn  to  the  order  of  Andrew 
Hamilton,  for  professional  services  rendered,  and  charged  to 
legal  expense  account,  signed  Edward  Lyman  Short,  General 
Sohcitor." 

Q.  You  don't  know  even  the  general  character  of  the  serv- 
ices rendered?     A.  Not  the  slighest. 

Q.  I  call  your  attention  to  a  voucher  of  March,  1901,  as 
follows :  "Received  of  the  Mutual  Life  Insurance  Company 
of  New  York  $2,500  for  professional  services.  Andrew  Ham- 
ilton." Does  your  answer  apply  to  that  as  well?  A.  Abso- 
lutely.    I  never  knew  he  had  rendered  any. 

Q.  Now,  will  you  please  look  at  the  memorandum  attached 
to  that  voucher  and  read  it,  unless  you  prefer  that  I  should  do 
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so?  A.  I  am  perfectly  willing  to  read  it.  "March  6,  1901. 
To  the  Vice-President.  Judge  Hamilton  was  in  to-day  and 
leaves  in  a  day  or  two  for  St.  Louis  via  Chicago,  the  St.  Louis 
Legislature  adjourns  on  the  i8th  of  March.  He  is  to  meet 
in  .Chicago  some  people  from  Wisconsin  in  regard  to  matters 
there.  He  has  asked  me  to  have  a  check  mailed  to  him  in 
Albany  for  $2,500  in  connection  with  Missouri  matters. 
E.  L.  S.,  G.  S."  And  then  to  the  Committee  on  Expenditures 
a  similar  request.  "Please  send  to  me  a  $2,500  check  to  the 
order  of  Andrew  Hamilton  to  be  charged  to  Legal  Expense 
Account.  Edward  Lyman  Short,  General  Solicitor.  Com- 
mittee on  Expenditures  ordered  paid,  March  13,  1901,  J.  H. 
Herrick  and  Robert  Olyphant." 

Q.  What  matters  were  pending  in  Missouri  in  connection 
with  which  any  money  was  required  in  1901  ?  A.  I  have  no 
idea.  Simply  that  we  have  had — in  Missouri  we  have  had  a 
good  deal  of  litigation  over  some  policies  and  some  matters 
connected  with  the  insurance  law  there,  I  think. 

Q.  This  would  appear  to  have  been  in  connection  with  the 
Missouri  Legislature,  as  the  note  says,  "The  Missouri  Legis- 
lature adjourns  on  the  i8th  of  March."  A.  Well,  that  is  your 
inference. 

Q.  Well,  do  you  think  it  a  just  one  ?  A.  I  express  no  opin- 
ion whatever. 

Q.  Did  you  know  that  Andrew  Hamilton  was  paid  from 
time  to  time  to  represent  the  Mutual  in  matters  relating  to 
legislation  in  other  States  than  that  of  New  York?  A.  I 
never  did. 

Q.  Now,  I  call  your  attention  to  a  voucher  of  April  28,  1903 : 
"Received  from  the  Mutual  Life  Insurance  Company  of  New 
York  a  check  for  $13,333  in  matter  of  adjustment  of  Mutual 
accounts,  A.  Hamilton."  Accompanying  which  is  the  following: 
"April  28,  1903.    To  the  Cashier :  Please  send  me  check  for  $7,000 
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to  be  drawn  to  the  order  of  the  New  York  Life  Insurance  Com- 
pany for  adjustment  of  Mutual  accounts,  signed  Edward  Lyman 
Short."  Same  date.  "Please  send  me  check  for  $6,333,  to  be 
drawn  to  the  order  of  the  New  York  Life  Insurance  Company 
for  adjustment  of  j\Iutual  accounts."  What  Mutual  account  was 
there  requiring  adjustment  with  the  New  York  Life  Insurance 
Company?     A.  I  have  not  the  faintest  idea. 

Q.  Did  you  never  have  any  idea  that  the  Mutual  and  the  New 
York  Life  were  jointly  engaged  in  protecting  themselves  with 
regard  to  matters  of  legislation?  A.  Yes,  I  did  have  a  general 
idea  to  that  effect. 

Q.  What  officer  of  the  New  York  Life  did  you  meet  in  connec- 
tion with  that?    A.  Never  met  any  one. 

Q.  Well,  how  did  you  get  the  idea?  A.  The  same  as  one  gets 
any  idea,  from,  the  ordinary  transaction  of  business.  I  think  it 
was  assumed,  as  a  matter  of  course,  that  the  legislation  in 
different  States  was  looked  after  by  at  least  the  three  companies 
and  sometimes  by  correspondence  with  other  companies,  but  I 
never  wrote  any  letter  about  it  or  knew  anything  about  it. 

Q.  Did  you  also  have  an  idea  that  the  Equitable  was  jointly 
interested  in  such  matters  with  your  company  and  the  New  York 
Life?    A.  Yes. 

Q.  Did  you  ever  meet  any  one  of  the  Equitable  relating  to  it? 
A.  Not  that  I  recall  at  the  present  time. 

Q.  If  the  New  York  Life  and  the  Equitable  paid  as  much  as  is 
indicated  by  that  voucher,  there  would  be  a  total  payment  of 
$40,000  at  that  time.  Do  you  know  of  any  matters  requiring  a 
payment  of  $40,000  in  or  about  April,  1903,  by  the  three  com- 
panies? A.  I  don't  know  that  they  did.  I  don't  know  what  the 
adjustment  of  the — may  have  been. 

Q.  Were  you  so  independent  of  the  operations  of  the  legal 
department  that  matters  of  expense  in  connection  with  legislation 
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were  never  brought  to  your  attention?  A.  Absolutely,  unless 
there  was  some  reason  for  it. 

Q.  Well,  was  there  ever  a  special  reason  so  that  matters  were 
ever  brought  to  your  attention?  A.  Well,  I  don't  recall  any  at 
the  present  moment,  but  I  presume  if  Mr.  Short,  if  he  had  any 
doubt  about  some  question,  about  his  retainer  and  what  not,  might 
come  and  consult  me.  If  he  had  no  doubt  about  it  he  would  act 
upon  it  himself.  That  is  what  a  department  is  for.  And  it  the 
heads  of  departments  came  running  to  me  to  consult  me  about 
too  many  details  of  business  there  would  be  a  change  in  the 
head  of  the  department. 

Q.  That  was  true,  and  that  has  been  true  for  a  series  of  years 
in  regard  to  the  legal  department?    A.  Yes. 

Q.  It  is  practically  run  automatically,  that  is  without  your 
intervention?  A.  As  my  predecessor  spoke  of  all  the  depart- 
ments, they  are  semi-dependent  organizations,  responsible 
in  a  general  way  to  one  head,  and  that  is  all  there  is  about  it. 

Q.  Now,  your  legal  department,  according  to  your  reports, 
spent  last  year  about  $364,000.  What  did  you  do  as  president  to 
see  that  that  money  was  properly  expended  ?  A.  I  did  all  that  I 
was  entitled  to  do — was  required  to  do. 

Q.  What  did  you  do  ?    A.I  .accepted  the  reports. 

Q.  Did  you  do  anything  else?  A.  Of  an  honorable  gentleman 
like  Mr.  Short. 

Q.  Did  you  do  anything  else  ?  A.  I  wasn't  called  upon  to  do 
anything  more  than  to  administer  the  g-eneral  affairs  of  the  com- 
pany in  all  departments. 

Q.  And  all  that  you  knew  was  that  a  certain  amount  of  money 
had  been  expended?  A.  I  knew  whatever  was  reported  at  the 
end  of  the  quarter  or  the  end  of  the  year,  as  I  have  said  before, 

Q.  And  that  is  all  you  knew  about  it?  A.  The  details  of  the 
law  department  I  didn't  enter  into  any  more  than  the  details  of 
any  other  department. 
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Q.  Did  _vou  know  anything  more  about  it  than  that  the  amount 
had  been  expended  ?  A.  Probably  not  unless  I  was  conferred 
with  from  time  to  time  in  the  matter  of  some  matter  of  interest 
that  had  come  up  in  the  course  of  administration. 

Q.  Do  you  recall  any  matter  of  interest  that  came  up  in  the 
year  1904  as  to  which  you  were  advised  or  your  opinion  requested? 
A.  Not  at  the  present  moment,  no,  sir. 

Q.  I  also  call  your  attention  to  a  voucher  dated  April  28, 
1902,  signed  by  Andrew  Hamilton,  acknowledging  receipt 
of  $1,666.66,  and  June  19,  1901,  acknowledging  receipt  of 
$1,075.33.  You  know  nothing  about  those  matters?  A. 
Nothing. 

Q.  Who  is  William  A.  Fricke?  A.  He  was  formerly  insur- 
ance commissioner  of  one  of  the  Western  States,  I  have  for- 
gotten which. 

Q.  Of  Wisconsin?     A.  I  think  so. 

Q.  And  when  did  he  cease  to  be  such  insurance  commis- 
sioner?    A.  Some  years  ago. 

Q.  (Handing  paper.)  I  show  you  a  voucher  under  date 
of  January  6,  1904,  as  follows : 

"Received  of  the  Mutual  Life  Insurance  Company  of  New 
York,  Five  Thousand  Dollars  for  special  services  to  be  ren- 
dered, $5,000. 

"William   A.   Fricke." 

I  read  upon  the  record  the  letter  annexed  to  the  voucher. 
The  date  is  concealed  by  the  voucher,  which  is  pasted  upon 
it,  but  I  presume  it  is  about  the  same  date  as  the  voucher  it- 
self. 

"Dear  Mr.  McCurdy: 

"Mr.  William  A.  Fricke  will  accept  a  retainer  to  see  that 
the  Mutual   Life  suffers  no  harm.     He  will  accept  the  com- 
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pany's  check  in  his  favor  and  will  return  from  Milwaukee  a 
receipt  and  retainer  for  'special  services.'  Please  direct  checks 
for  Five  Thousand  Dollars,  made  out  and  delivered  to  me  to 
his  order,  and  I  will  file  receipts  this  week. 

"Yours  truly, 

"Charlton  T.  Lewis. 
"Richard  A.    McCurdy,   Esq.,   President. 
"Endorsed:     To  the  Cashier. 

"Check  to  the  order  of  William  A.  Fricke,  'special  services,' 
McC,   President." 

That  is  your  handwriting  and  endorsement?  A.  Abso- 
lutely. 

Q.  Do  you  recall  the  facts  of  that  payment?     A.  No. 

Q.  Does  your  endorsement  refresh  your  memory?     A.  No. 

Q.  What  were  the  special  services  that  Mr.  Fricke  was  to 
render?     A.  I  have  no  idea. 

Q.  Was  Mr.  Fricke  a  lawyer?  A.  I  don't  know  whether 
he  was  or  not. 

Q.  Do  you  know  what  his  business  is?     A.  No. 

Q.  Do  you  know  what  his  business  was  at  that  time?  A.  I 
think  Mr.  Fricke  was  an  expert  assistant  accountant,  or  ac- 
tuary, I  should  say,  in  technical  insurance  questions,  having 
been  superintendent  of  the  Insurance  Department  of — did  you 
say,  Michigan  or  Wisconsin? 

Q.  I  understand  Wisconsin.  A.  It  is  not  important,  unless 
you  think  so.  But  as  an  expert  his  service,  I  presume,  was 
considered  valuable  by  Mr.  Lewis,  in  whom  I  have  the  highest 
regard  and  esteem  and  confidence. 

Q.  Why  were  the  words  special  services  quoted,  have  you 
any  idea?     A.  Not  the  slightest. 

Q.  In  what  matters  were  Mr.  Fricke's  expert  services  re- 
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quired  so  far  as  you  have  any  recollection?  A.  My  dear,  sir, 
I  have  not  the  sHghtest  recollection  of  that.  That  is  one  of 
the  thousands  of  transactions  occurring  in  the  daily  business 
of  a  great  company,  where  one  relies  upon  the  voucher  pre- 
sented to  him,  or  the  recommendation  of  the  office.  I  can- 
not tell  what  business  Mr.  Lewis  had  with  Mr.  Fricke  or  any 
others. 

Q.  This  is  a  very  exceptional  transaction,  is  it  not?  A.  No, 
I  should  say  not. 

Q.  As  a  rule,  you  did  not  make  a  payment  of  five  thousand 
dollars  to  lawyers  for  special  services,  did  you?     A.  No. 

Q.  Do  you  know  of  any  other  case  where  you  did  that? 
A.  No — you  may  find  some,  though. 

Q.  You  do  not  recall  any?     A.  No,  but  you  may  find  some. 

Q.  It  is  entirely  out  of  ycfur  practice  to  O.  K.  payments  for 
the  Law  Department,  is  it  not?     A.  Yes. 

Q.  Well,  in  being  out  of  the  usual  order,  can  you  recall  it? 
A.  No,  certainly  not. 

Q.  Who  is  S.  S.  Olds?  A.  I  don't  know  him,  never  heard 
of  him. 

Q.  I  find  here  a  voucher  dated  Lansing,  Michigan,  October 
i8,  1903,  $3,100  received  of  the  Mutual  Life  Insurance  Com- 
pany of  New  York,  per  Mr.  W.  H.  Thummel,  $3,100  to  apply 
on  retainer.  S.  S.  Olds,  bearing  this  endorsement,  or  on  a 
paper  annexed  to  the  voucher: 

"To  the  General  Manager:  Will  you  direct  the  cashier  to 
furnish  me  with  thirty-one  hundred  dollars  to  be  sent  by 
express  to-day  to  S.  S.  Olds  for  professional  services  in  the 
matter  of  Michigan,  one-third  chargeable  to  each  of  the  three 
companies.     E.  L.  Ashe." 

Do  you  remember  anything  of  that  matter?  A.  Not  at 
all. 

Q.  Do  you  know  what  matters  were  pending  in  Michigan 
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at  or  about  that  time  requiring  attention  ?  A.  No,  but  since  you 
brought  that  up,  if  you  will  allow  me  to  narrate  an  incident 
that  the  name  of  Mr.  Lewis — that  I  have  not  seen  for  some- 
time— he  died  a  little  over  a  year  ago,  but  was  a  most  learned 
and  one  of  the  most  learned  and  accomplished  men  that  this 
country  has  produced,  and  if  his  ambition  had  been  greater 
than  his  desire  for  scholastic  occupation  he  might  have  adorned 
almost  any  position.  The  Mutual  Life  Insurance  Company 
had  the  good  fortune  to  avail  itself  of  the  services  of  Mr. 
Lewis  in  many  capacities.  He  was  a  sound  lawyer.  He  was 
a  very  expert  mathematician,  so  that  he  conferred  with  the 
actuary  of  the  company  on  many  difficult  questions  relating 
to  the  mathematical  side  of  the  company's  operations.  He 
was  an  expert  on  all  questions  relating  to  taxation.  He  argued 
such  questions  before  many  committees  of  the  legislatures 
and  upon  all  questions  of  general  supervision  of  life  insurance 
companies.  I  think  it  has  some  bearing  upon  the  general 
question  of  what  a  lot  of  these  expenses  can  be  incurred  for, 
because  the  underlying  suggestion  undoubtedly  is  that  they 
are  used  for  an  improper  purpose.  Now,  I  have  said  this 
morning,  that  in  my  judgment,  legislation  ought  to  be  in- 
fluenced, properly  influenced,  and  the  company  would  be  culp- 
able that  did  not  protect  its  own  interests  by  some  proper 
supervision  of  the  bills  that  were  introduced,  or  likely  to  be 
introduced.  As  in  conforming  the  legislative  mind  in  regard 
to  it. 

Now,  the  suggestion  of  the  name  of  Mr.  Lewis  recalls  to  my 
mind  most  vividly  an  incident  as  one  that  he  told  me  of  almost 
a  winter's  season  being  occupied  some  years  ago  at  and  near  the 
capital  of  a  remote  state,  I  have  forgotten  which  it  was,  possibly 
it  was  Michigan  or  Wisconsin,  or  Iowa,  I  think  one  of  those 
three  States.  I  asked  him — I  happened  to  ask  him  then,  as  I  do 
not  often — probably  it  was  a  leisure  moment  and  we  were  old  and 
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intimate  friends,  and  may  have  been  chatting  about  the  subject. 
I  should  take  his  recommendation  as  to  Mr.  Fricke — if  Charlton 
Lewis  had  recommended  me  to  pay  any  sum  of  money  in  ordinary 
reason,  I  should  have  put  my  check  on  it  without  a  moment's 
hesitation,  but  the  incident  he  told  me  was  this :  He  said  he 
had  been  occupied  nearly  all  winter  in  attempting  to  educate,  not 
to  corrupt,  but  to  educate  the  legislative  mind  in  regard  to  a  bill 
before  it.  He  told  me  he  went  first  to  the  capital  of  the  State, 
he  got  the  red  book,  or  blue  book,  or  whatever  it  may  have  been. 
He  found  out  the  localities  from  which  each  each  member  of  the 
legislature  and  the  senate  came.  He  found  out  all  the  men,  their 
putative  political  god-parent,  if  I  may  so  call  them ;  their  relations 
and  influential  men,  all  the  men  who  were  influential  with  them 
in  their  neighborhood.  He  made  journey  after  journey  up  and 
down  from  the  capital  to  this  town  and  that  town  and  the  other 
town,  making  the  acquaintance  of  these  men,  and  getting  them 
to  go  there  during  the  session  of  the  legislature.  Paid  many 
of  them,  not  all  lawyers,  they  were  men  who  would  not  leave  their 
business,  the  presidencies,  or  cashierships  of  banks,  and  make  a 
trip  up  to  the  capital  of  the  State  unless  not  only  their  expenses 
were  paid  but  something  else.  He  went  on  further,  and  he  said 
he  went  to  Washington  during  that  session  of  the  Legislature. 
It  took  him  some  weeks  to  make  the  acquaintance  of  the  Senators 
and  members  of  Congress  in  the  House  of  Representatives  from 
that  date,  so  that  he  was  able  to  get  upon  a  friendly  footing  with 
them,  and  that  they  would  listen  to  him  and  hear  his  statement 
of  the  damage  that  would  be  wrought  to  the  coinpany  and  to  all 
life  insurance  provided  this  measure  which  was  then  sent  was 
passed,  and  he  got  from  them  letters  of  introduction  back  again, 
and  that  was  the  substance  of  it,  that  all  that  winter  he  prac- 
tically had  been  engaged  on  that  business  and  without  one  dollar 
being  expended  excepting  for  the  fees  paid  to  lawyers,  the  ex- 
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penses  paid  to  laymen,  the  compensation  in  many  ca^es  paid  to 
laymen. 

Q.  For  what?  A.  For  the  services  that  they  had  rendered 
sitting  down  and  listening  to  Mr.  Lewis  explain  the  reasons  why 
he  wanted  their  help  and  assistance  and  in  taking  trips  to  the 
Capitol,  travelling  expenses  and  compensation  for  that  c^ass  of 
service.  And  he  told  me  the  circumstance  without  the  intimation 
or  the  belief  on  my  part  he  had  paid  one  dollar  for  anything  ex- 
cepting legitimate  purposes,  and  he  charged,  I  am  willing  to  tes- 
tify that  in  my  judgment  it  was  a  very  inadequate  sum. 

Q.  For  his  services?  A.  For  his  own  services,  he  charged 
$5,000  beyond  his  expenses,  which  were  a  good  many  thousand 
dollars  more,  how  much  more  I  don't  know.  I  give  that  merely 
as  an  illustration  and  to  repel  the  assumption  that  necessarily 
money  paid  through  lawyers  and  whose  names  are  not  given  must 
be  improper  purposes.  It  would  not  be  possible  or  it  would  not 
be  proper  in  many  case  to  publish  the  names  of  the  people  that 
he  had  employed  to  help  him  and  who  did  help  him  in  such  a 
case  as  that. 

Q.  Entirely  apart  from  those  matters  to  which  you  have 
alluded,  we  find  large  sums  paid  to  others  on  the  recommendation 
of  others,  for  example,  of  Mr.  Fields  ?    A.  Yes. 

Q.  And  we  find  a  considerable  sum  handled  by  Mr.  Andrew 
Hamilton?    A.  Yes. 

Q.  Are  you  able  to  state,  now  that  the  matter  has  in  some 
way  come  to  your  memory,  what  those  moneys  were  paid  for? 
A.  Not 

Q.  For  example,  we  have  $100,000  unaccounted  for  by  any 
proper  voucher  paid  last  year  entirely  apart  from  any  of  these 
matters  you  have  mentioned,  it  would  seem.  Do  you  know  what 
that  was  for?  A.  No.  Undoubtedly  it  was  authorized  by 
the  proper  department,  whatever  it  was. 

Q.  I  was  aslfing  you  at  the  time  you  diverged  about  F.  H. 
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Olds.    Do -you  know  about  him  at  all?    A.  Never  heard  of  him. 

Q.  I  call  your  attention  to  the  memorandum  attached  to  the 
voucher  of  services  in  the  matter  of  Michigan,  one-third  charge- 
able to  each  of  the  three  companies  ?    A.  Yes. 

Q.  Have  you  any  recollection  what  matter  there  was  pending 
there  ?  '  A.  Not  the  slightest. 

Q.  In  connection  with  Mr.  Lewis  or  with  anybody  elsewhere 
you  have  had  occasion  to  know  of  the  work  done  in  behalf  of 
the  company,  can  you  recall  what  the  legislation  was  in  any  par- 
ticular case  that  threatened  your  company?  A.  No,  it  is  going 
on  all  the  time. 

Q.  Have  you  as  president  any  recollection  of  the  legislation 
which  you  deemed  it  necessary  to  oppose  ?  A.  Not  the  slight- 
est. It  would  not  be  my  province  to  do  anything  of  the  kind. 
Those  things  were  attended  to  by  other  people.  If  I  should 
undertake  to  run  every  one  of  the  departments  myself  I  would 
run  myself  under  ground  in  less  than  no  time. 

Q.  Well,  do  you  supervise  any  of  them?  A.  As  the  presi- 
dent of  any  large  company  ought  to  supervise  them  and  not 
otherwise. 

Q.  You  have  been  asked  with  regard  to  the  agency  depart- 
ment, you  have  been  asked  certain  questions  bearing  upon  the 
expenses  and  matters  of  actuarial  importance,  and  you  have 
been  asked  with  regard  to  the  law  department.  Now,  is  there 
any  department  that  you  yourself  in  any  effective  way  super- 
vise as  president  of  the  company?  A.  I  supervise  them  all, 
but  do  not  participate  in  the  routine  or  operation  of  any  of 
them. 

Q.  Do  you  supervise  any  of  them  more  directly  than  you 
supervise  the  agency  department?    A.  No,  probably  not. 
Q.  Or  the   law   department?    A.  Probably  not. 
Q.  Do  you  recall  the  proceedings  last  winter  for  the  pur- 
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pose  of  repealing  Section  56  of  the  Insurance  law?  A.  I  did 
not  know  there  was  anything  of  the  kind. 

Q.  Do  you  know  what  I  mean  by  Section  56  of  the  Insur- 
ance Law?    A.  No,  sir;  I  do  not. 

Q.  Let  me  read  it  to  you:  "Section  56.  No  order,  judg- 
ment or  decree  providing  for  an  accounting  or  enjoining  or 
restraining  or  interfering  with  the  prosecution  of  the  business 
of  any  any  domestic  insurance  corporation  or  appointing  a 
temporary  or  permanent  receiver  thereof  shall  be  made  or 
granted  otherwise  than  upon  the  application  of  the  Attorney 
General  on  his  own  motion  or  after  his  approval  of  a  request 
in  writing  therefor  by  the  Superintendent  of  Insurance,  ex- 
cept in  an  action  by  a  judgment  creditor  or  in  proceedings 
supplementary  to  execution."     A.  When  was  that  passed? 

Q.  Apparently  in  1890,  Chapter  400  of  the  laws  of  1890. 
A.  I  knew  there  was  such  an  act,  yes. 

Q.  Do  you  recall  the  circumstances  which  led  to  the  passage 
of  that?     A.  No. 

Q.  Did  you  know  anything  about  the  attitude  of  the  courts 
before  the  passage  of  that?     A.  No. 

Q.  Do  you  happen  to  know  that  the  Court  of  Appeals  has 
held  that  an  accounting  could  not  be  compelled  on  the  part 
of  an  insurance  company  for  the  purpose  of  enforcing  a  dis- 
tribution of  accumulations  different  from  that  determined  upon 
by  the  insurance  company,  in  accordance  with  its  ordinary 
methods?  A.  I  don't  think  I  ever  gave  any  special  atten- 
tion to  it.  I  might  have  known  of  it  at  the  time  if  it  had  ever 
been  brought  before  me  in  connection  with  any  subject  which 
it  was  necessary  for  me  to  act  upon  then  and  there. 

Q.  Is  it  possible  that  you,  Mr.  McCurdy,  as  president  of 
the  company,  are  not  acquainted  with  the  many  suits  that 
were  brought  to  enforce  an  accounting  of  funds  claimed  to 
be   distributable  under  tontine  or  semi-tontine  policies  and 
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the  cases  that  went  to  the  Court  of  Appeals  upon  that  ques- 
tion?    A.  Against  the  Mutual  Life? 

Q.  No,  not  against  the  Mutual  Life,  against  the  New  York 
Life  Insurance  Company,  but  of  great  general  insurance  in- 
terest. A.  I  might  take  a  cursory  interest  in  a  thing  of  that 
kind  that  I  saw  reported  in  the  newspapers,  but  unless  it 
affected  my  own  concern,  my  own  company,  it  would  not 
make  any  permanent  lodgment  in  my  mind. 

Q.  Do  you  recall  the  passage  of  this  legislation  in  1890,  after 
the  decision  of  the  Court  of  Appeals,  and  largely,  as  I  believe, 
the  Court  of  Appeals  has  said  itself,  in  confirmation  of  its 
own  decision?     A.  No,  I  do  not  recall  anything  about  it. 

Q.  Do  you  know  why  it  should  have  been  regarded  neces- 
sary to  get  legislation  in  addition  to  the  decision  of  the  court? 
A.  I  do  not  know  anything  about  it. 

Q.  You  appreciate  the  position  of  the  companies  as  they 
stand  to-day  protected  not  merely  by  precedents  but  pro- 
tected by  a  positive  statute  upon  the  question  of  such  suits? 
A.  That  is  the  statute  you  have  read? 

Q.  Yes.     A.  I  should  say  it  was  a  very  adequate  law. 

Q.  Do  you  remember  that  last  spring  an  effort  was  made 
to  repeal  that?     A.  No 

Q.  Don't  you  recall A.  Oh,  yes,  excuse  me.  I  be- 
lieve Senator  Brackett  did  introduce  a  bill,  did  he  not? 

Q.  Yes.  What  attitude  did  you  take  in  regard  to  that?  A. 
None. 

Q.  Was  that  one  of  the  sort  or  species  of"  legislation  which 
you  thought  your  company  should  oppose  in  the  interest  of 
policyholders?  A.  It  never  was  brought  to  my  attention  in 
that  way  at  all. 

Q.  Now,  a  former  Commissioner  of  this  State,  a  man  of 
great  repute  and  ability,  was  William  Barnes,  was  he  not? 
A.  Yes. 
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Q.  You  knew  him  in  former  years?  A.  I  formerly  knew 
him,  I  have  not  seen  him  in  many  years. 

Q.  He  is  a  man  of  great  distinction  and  an  insurance  ex- 
pert?   A.  Yes. 

Q.  Did  not  you  pay  him  to  oppose  this  bill?  A.  Not  that 
I  am  aware  of. 

Q.  I  mean  when  I  say  you  your  company,  of  course?  A. 
Not  that  I  am  aware  of.  Oh,  wait  a  moment,  until  I  recall. 
In  the  sense  in  which  you  asked  the  question,  my  answer  is 
quite  accurate.  But  some  time  recently,  I  think  this  Fall,  I 
received  a  letter  from  Mr.  Barnes  in  which  he  stated  that  he 
had  appeared  before  committees,  and  in  which  I  think  he  sent 
a  bill  in,  and  in  which  he  stated  he  had  appeared  before  com- 
mittees, and  argued  matters,  and  so  on,  and  that  was  the  first 
of  it,  and  whether  he  enclosed  a  bill  to  me  or  not  I  do  not  rec- 
ollect. 

Q.  Well,  I  have  here  the  voucher  which  I  have  asked  for 
and  which  your  company  has  produced,  which  I  will  read. 
A.  May  I  take  a  look  at  it? 

Q.  Certainly. 

(Handing  paper  to  witness.) 

A.  I  will  wait  until  you  get  through. 

Q.  I  will  give  you  full  opportunity  to  look  at  it.  A.  All 
right. 

MR.   HUGHES:     The  bill  is  as  follows: 
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"493  State  Street,  Albany,  N.  Y. 

"September  11,  1905. 

"The  Mutual   Life  Insurance  Company  of  New  York, 

"To  William  Barnes,  Sr.,  Dr. 

"To  services  as  counsel  on  three  hearings  on  oral  and  printed 
argument  on  insurance  bills  before  the  Codes  Committee  of 
the  Senate  and  Insurance  Committees  of  the  Senate  and 
Assembly  at  the  Legislative  Session  of  1905,  the  sum  of 
$1,000. 

"Received  payment. 

"Stamped  'Reommended  for  payment.'  The  Law  Depart- 
ment, by  Frederick  L.  Allen,  in  charge.  September  13,  1905. 
Approved  payment.'' 

Accompanying  that  is  this  note : 

"September  12,  1905. 
"493   State  Street,  Albany,   N.  Y. 
"September  11,  1905. 

Mr.    Richard   A.   McCurdy,   President. 

"Dear  Friend : 

"I  enclose  bill  for  $1,000  for  three  arguments  last  winter. 
Judge  Andrew  Hamilton  of  the  New  York  Life  sent  me  a 
check  for  $1,000  about  July  nth,  and  wrote  me  that  he  had 
written  Mr.  Short  to  do  the  same  for  the  Mutual,  but  Mr. 
Short's  illness  and  its  fatal  termination  prevented  any  action 
upon  his  part,  and  I  never  heard  from  him  or  the  general 
solicitor's  department. 

"If  satisfactory,  please  send  me  a  check  and  I  will  return 
receipt. 

"I  am  very  much  obliged  for  your  favors  in  this  direction. 
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We  expect  to  move  to  Nantucket  in  about  two  weeks,  but  as 
I  wrote  you,  I  will  be  ready  to  answer  any  calls  when  I  can 
be  of  service.  Nantucket  is  only  thirteen  hours  from  Albany, 
Your  old  friend, 

"William  Barnes,  Sr. 

"P.  S. — You  can  gather  that  we  were  very  successful.  The 
test  vote  in  open  Senate  being,  I  think,  36  to  7  in  our  favor. — 
W.  B." 

And  appended  is  a  note  of  the  acting  general  solicitor  as 
follows : 

"To  the  President: 

"The  bill  referred  to  by  Mr.  Barnes  in  his  letter  was  the  bill 
introduced  last  winter  in  the  New  York  Legislature  providing 
for  a  repeal  of  Section  56  of  the  Insurance  laws  which  provides- 
that  no  decree  providing  for  an  accounting  or  enjoining,  re- 
fraining or  interfering  with  the  transaction  of  the  business 
of  any  domestic  insurance  corporation  shall  be  made  or 
granted  otherwise  than  upon  the  application  of  the  Attorney 
General.  For  your  information  I  send  herewith  printed  copy 
of  the  argument  made  upon  this  bill.  As  you  know  the  bill 
was  defeated.  Mr.  Barnes  is  correct  in  his  statement  that 
Judge  Hamilton  did  write  to  Mr.  Short  stating  that  on  behalf 
of  _the  New  York  Life  he  had  paid  him  $1,000.  Mr.  Barnes 
also  wrote  a  letter  to  Mr.  Short,  which  I  acknowledged,  and 
explained  Mr.  Short's  illness  prevented  the  matter  being  taken 
up  at  that  time.  It  has  been  my  understanding  that  we  were 
to  pay  the  same  amount  as  the  New  York  Life.  If  there  is 
anything  further  I  can  do,  I  would  be  pleased  to  have  you 
let  me  know.     F.  L.  Allen." 
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"To  the   Law  Department : 

"Mr.  Barnes'  bill  is  approved  by  the  president  for  payment 
in  the  manner  customary  in  such  cases.  Mr.  Allen's  sig- 
nature will  be  honored  by  the  cashier  in  this  and  other  usual 
cases  requiring  the  vise  of  the  head  of  the  department. 

"McC,  President." 

That  matter  is  correctly  stated,  I  suppose,  in  these  docu- 
ments? A.  Yes,  sir;  it  is  correctly  stated.  This  is  the  letter 
which  I  said  at  first,  when  you  asked  me  if  I  had  known  any- 
thing about  it,  I  said  no,  I  did  not.  But  in  thinking  it  over 
at  the  moment  it  occurred  to  that  Mr.  Barnes 
had  written  me  this  letter,  a  letter  with  regard 
to  some  measure,  stating  that  he  had  appeared  as  counsel  for  the 
company  before  committees  of  the  Leg'islature,  and  that  I  had 
approved  the  bill.  This  is  the  bill  and  on  the  statement  of  Mr. 
Allen,  in  charge  of  the  department,  I  made  that  endorsement. 
The  endorsement  is  fuller  than  has  usually  been  the  case.  My 
action  generally  would  have  been  merely  to  have  put  my  initial 
on  it  and  it  would  have  been  paid.  The  reason  why  it  is  fuller 
than  it  would  have  been  in  ordinary  cases  is  that  in  consequence 
of  the  recent  death  of  Mr.  Short,  the  solicitor,  no  appointment  had 
been  made  of  any  person  to  take  his  place.  I  was  not  ready  yet 
to  submit  any  definite  nomination  to  my  board  for  the  place, 
and  in  this  I  did  both  things,  I  approved  the  bill  and  authorized 
Mr.  Allen  to  be  practically  the  acting  solicitor  until  a  further 
nomination  was  made. 

Q.  Now,  this  was  a  service  no  doubt  rendered  with  a  great  deal 
of  skill,  as  we  know  the  ability  of  Mr.  William  Barnes  and  his 
experience  in  these  matters,  but  I  would  like  to  have  you  state  in 
what  sense  it  was  in  the  interest  of  the  policyholders  to  oppose 
the  repeal  of  section  56?  A.  I  think  it  is  doubtful  whether  I  paid 
the  slightest  attention  to  what  the  service  was,  any  more  than  as 
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I  testified  to  you  just  now— I  think  I  testified  that  I  didn't  know 
that  Mr.  Barnes  had  been  employed.  A  recommendation  came 
to  me  from  the  acting  head  of  the  Department  accompanied  by  a 
letter,  and  I  think  this  letter  was  addressed  to  me — allow  me  for 
a  moment — I  don't  see — there  is  no  special  evidence  of  how  that 
got — that  letter  of  Mr.  Barnes's  got  before  the  Law  Department, 
unless  it  was  that,  as  I  am  very  apt  to  do,  there  came  a  letter  and 
I  chucked  it  over  across  the  table  to  my  secretary  in  opening  my 
mail  in  the  morning,  and  he  sent  it  into  the  Law  Department  in 
the  usual  way. 

Q.  What  I  want  to  direct  your  attention  to  is  the  possibility, 
in  case  matters  of  this  sort  are  left  to  the  Law  Department  with- 
out the  supervision  of  the  responsible  executives,  that  matters 
might  be  opposed  that  are  in  the  interest  of  the  policyholders. 
Has  that  occurred  to  you?  A.  If  the  general  solicitor  was  not 
competent  to  decide  that  I  would  get  another  one. 

Q.  The  fact  is  that  you  have  not  regarded  it  as  your  duty  to 
see  whether  the  legislation  opposed  was  that  which  should  be 
opposed  in  the  interest  of  the  policyholders,  or  not?  A.  I  think 
not.  I  have  credited  the  heads  of  the  different  departments  with 
some  degree  of  intelligence  to  act  on  their  own  initiative. 

O.  Now  that  the  matter  has  been  brought  to  your  attention, 
I  would  like  to  have  your  opinion  as  an  insurance  man,  on  the 
advisability  of  opposing  in  the  alleged  interest  of  policyholders 
the  repeal  of  Section  56.  A.  If  you  will  allow  me  to  reflect^over 
it  at  night,  I  will  depart  from  my  usual  custom  of  reading  a  novel 
and  give  it  attention  and  answer  you  in  the  morning. 

Q.  But  with  your  present  knowledge  can  you  not  give  an 
opinion?  A.  I  would  rather  not  express  an  opinion  on  an  act  of 
the  Leg'islature  without  giving  it  serious  consideration. 

Q.  Is  it  usual  in  the  Mutual  Life  Insurance  Company  to  pay 
out  moneys  as  an  honorarium  without  regard  to  services  rendered 
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in  particular  cases  ?  A.  Let  me  know  what  the  case  is  and  I  will 
answer  you  then. 

Q.  I  thought  this  might  be  typical.  I  will  show  you  that  I  had 
in  mind  (handing  papers  to  the  witness).  A.  Do  you  know 
whether  William  A.  Barnes,  Jr.,  is  a  lawyer  or  not,  Mr. 
Flughes?    I  don't  know  whether  he  is. 

Q.  I  do  not.     A.  Well,  I  don't  know.     I  don't  think  he  is. 

Q.  I  think  he  is  an  editor  of  the  Albany  Evening  Journal,  and 
in  which  case  I  judge  he  used  the  word  "honorarium"  in  only  the 
colloquial  sense  and  not  with  the  legal  distinction  you  would  draw 
between  an  honorarium  and  a  retainer. 

Q.  Taking  it  according  to  your  discriminating  judgment,  is  it 
the  practice  of  the  Mutual  to  pay  moneys  where  services  have  not 
been  rendered  in  recognition  of  the  esteem  in  which  they  hold 
the  payee  ?    A.  Neither  as  an  honorarium,  or  as  a  donation. 

Q.  That  is  not  done?    A.  Xot  that  I  am  aware  of. 

Q.  Then,  tliis  that  is  referred  to  here  is  for  services  actually 
rendered?  A.  I  have  no  doubt  of  it,  that  Mr.  Barnes,  Senior, 
being  a  lawyer  by  profession  on  the  role  of  retained  attorney's  of 
the  Mutual  Life  Insurance  Company,  and  under  the  responsibility 
of  that  retainer  to  furnish  his  professional  services  at  any  time, 
and  I  take  it  that  the  services  rendered  by  and  a  retainer  in  many 
cases  is  not  the  actual  rendering  of  a  service,  then  and  there,  but 
it  is  the  fact  of  a  lawyer's  keeping  himself  in  readiness  to  serve 
his  client  and  refusing  other  engagements  which  would  be  in  con- 
flict with  it,  and  it  is  the  option  which  you  have  on  his  services, 
whether  for  a  particular  season  or  any  other  time,  whether  he 
may  or  may  not  render  any  specific  service.  If  you  will  allow  me 
to  read  the  letter,  Mr.  Barnes,  "the  honorarium  which  the  Mutual 
Life,  with  other  companies,  was  kind  enough  to  confer  upon  my 
father,  William  Barnes,  has  customarily  been  paid  on  July  ist 
each  year.  I  trust  you  will  pardon  me  bringing  to  your  attention 
the  fact  that  the  Mutual  Life  has  not  yet  sent  a  check." 
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That  justifies  the  assumption,  and  Mr.  Barnes,  Sr's.,  re- 
ceipt and  his  return — the  son  returned  his  father's  receipt, 
"Received  $666.66,  signed  AA'illiam  Barnes,  Consulting  Coun- 
sel."    I  take  it  that  is  a  good  consideration. 

O.  What  was  the  regular  retainer?  A.  Oh,  I  don't  know 
anything  about  it;  I  didn't  know  we  had  done  anything  of 
the  kind,  as  I  told  you,  until  a  little  while  ago  I  happened 
to  locate  that ;  only  a  month  or  two  ago.  I  had  gotten  a  letter 
from  Mr.  Barnes,  from  whom  I  hadn't  gotten  a  letter  for 
many  years. 

O.  How  many  lawyers  are  there  throughout  the  country 
who  are  insurance  experts  and  in  a  position  to  render  services 
as  is  Mr.  Barnes,  under  retainer  by  your  company?  A.  Mr. 
Allen  is  over  there.     He  can  answer  the  question. 

MR.   HUGHES:     Can  you   answer,  Mr.   Allen? 

MR.  ALLEN :  I  can  make  up  a  statement  if  you  desire 
that  information.     I  will  get  it. 

MR.  HUGHES :     I  will  be  very  glad  to  have  it. 

THE  WITNESS:     I  didn't  catch  Mr.  Allen's  answer. 

MR.  HL'GHES:  He  said  he  was  unable  to  state  at  the 
moment,  but  he  will  be  glad  to  furnish  the  information  if 
desired. 

THE  WITNESS  :  I  shouldn't  know  myself.  I  haven't  the 
faintest  idea. 

O.  Now  that  the  matter  has  been  brought  to  your  attention 
can  you  recall  any  one  else?     We  have  Mr.Fricke.     [  suppose 
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he  belongs  in  that  category?  A.  Well,  if  you  have  got  any 
other  vouchers  there  just  bring  them  right  out  and  I  will  tell 
you  all  I  know  about  them. 

Q.  You  have  Mr.  James  F.  Pierce?    A.  Yes. 

Q.  Do  you  recall  any  others?  A.  Why,  no.  But  if  you 
have  got  any  evidence  of  any  others  then  you  will  refresh 
my  recollection  and  I  would  be  able  to  let  you  know. 

Q.  I  don't  know  whether  we  have  or  not.  It  is  rather 
difficult  to  ^o  through  the  books,  but  if  you  can  facilitate  our 
labors  we  should  be  very  glad  to  have  you  do  so?  A.  No,  no, 
no,  I  don't  recollect. 

Q.  I  find  here  a  couple  of  vouchers  which  I  will  refer  to: 
"October  4,  1904,  received  of  the  Mutual  Life  Insurance  Com- 
pany $1,560.87,  money  paid  out  for  legal  services  and  dis- 
bursements, company's  business,  A.  C.  Fields."  In  the  other 
cases  we  had  recommendations  for  payment  to  a  third  party. 
There  it  seems  Mr.  Fields  had  paid  this  money  and  then  re- 
couped himself.  Do  you  know  whether  or  not  that  was  a 
common  thing?  A.  No,  but  that  would  be  a  very  proper 
thing.  When  Mr.  Fields  was  rendering  a  bill  for  somebody 
else  he  certified  it  and  recommended  it  to  the  Committee  on 
Expenditures  for  payment,  and  when  he  is  collecting  money 
for  his  own  disbursements  he  put  in  a  bill  in  his  own  name 
and  had  it  submitted  to  the  committee  before  it  was  paid  to 
him.     That  is  highly  proper. 

Q.  I  find  here  a  letter,  "Sandusky,  Ohio,  April  22,  1905, 
Robert  A.  Granniss,  Vice-President  of  Mutual  Life  Insurance 
Company,  New  York :  Dear  Sir — If  you  will  instruct  the 
proper  officer  to  remit  to  me  $600  to  services  rendered  as  per 
agreement,  you  will  oblige,  yours  truly,  David  M.  Arndt," 
which  bears  this  endorsement :  "If  this  is  the  usual  time  for 
this  payment  you  may  send  check.  Granniss."  Do  you  know 
what  that    means,    "if    this    is    the    usual    time  for  this  pay- 
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merit"?  A.  Probably  I  should  say,  although  I  know  nothing 
about  it,  that  Mr.  Arndt  is  in  the  habit  of  sending  in  an  annual 
or  a  semi-annual  bill.  That  is  all  I  know.  July,  August,  Sep- 
tember; that  would  be  about  the  end  of  the  third  quarter. 
January,  February  and  March,  you  see  it  would  run  April, 
May,  June,  July,  August,   September. 

Q.  As  I  understand  it,  there  were  a  good  many  payments 
made  through  Mr.  W.  F.  Thummel,  as  well  as  through  Mr. 
Fields  and  Mr.  Hamilton?     A.  I  think  you  understand  it  so. 

Q.  Well,  that  is  right,  isn't  it?  A.  Well,  I  don't  know,  my 
dear  sir.  I  don't  want  you  to  put  words  in  my  mouth — or 
rather,  to  impute  a  language  to  me  which  I  don't  use.  While 
I  believe  it  has  appeared  in  evidence  here  that  Mr.  Thummel 
has  been  in  the  employment  of  the  company  and  is  traveling 
around,  and  I  have  no  doubt  he  has  expended  money,  and  as 
I  say,  received  compensation  for  his  own  services. 

Q.  Here  is  a  voucher  of  Boston,  January  19,  1904:  "Re- 
ceived of  the  Mutual  Life  Insurance  Company  $1,000  on 
account  of  services  rendered.  W.  J.  Holden."  Who  is  Mr. 
Holden?     A.  Well,  that  is  in  1890. 

Q.  1904,  isn't  it?  A.  Well,  I  happen  to  know  something 
about  that  which  otherwise  I  shouldn't  have  been  able  to 
testify  to ■ 

Q.  This  is  1904,  isn't  it?  A.  Yes,  1904.  Quite  accidentally 
I  saw  his  name  in  the  evidence  given  in  a  part  of  this  examina- 
tion in  which  I  think  it  was  stated  that  he  had  been  the  com- 
pany's  representative. 

Q.  Now,  if  you  will  proceed  and  pardon  me.  A.  I  say 
I  happen  to  know  something  about  it  in  a  general  way,  as  I 
remarked  about  other  things,  because  in  reading  the  papers 
some  of  the  evidence  taken  at  this  investigation,  I  saw  the 
name  of  Mr.  Holden  who  testified,  or  somebody  else  testified 
that  he  had  been  the  legislative  agent  in  Boston,  and  I  in- 
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quired  into  it.  I  asked  Mr.  Granniss  what  that  meant,  and 
he  told  me  that  the  Legislature  of  Massachusetts  either  now 
or  formerly  required  every  corporation  proposing  to — or  desir- 
ing to  be  represented  before  the  Legislature,  to  appoint  a 
legislative  agent,  and  the  appointment  was  filed,  and  I  think  a 
license  was  given  for  him  to  appear  before  committees  and 
so  to  represent  the  company,  and  that  Mr.  Holden  had 
been  our  representative  there  at  one  time,  and  so  that  the 
retainer  of  Mr.  Holden  in  Massachusetts  was  one  compul- 
sory on  the  company  to  retain  somebody,  and  an  open  affair. 

Q.  How  much  was  he  paid  a  year?  A.  Oh,  I  have  no  idea.  I 
did  not  know  we  paid  him  everything  until  I  asked  Mr.  Granniss 
the  other  day  and  he  told  me  about  it. 

Q.  Then  you  don't  know  whether  he  appeared  before  any  com- 
mittee ?  A.  No,  it  wasn't  necessary  for  him  to  appear  before  any 
committees,  but  before  the  session  Mr.  Granniss  told  me  it  was 
necessary  to  appoint  a  legislative  agent,  and  being  a  legislative 
agent,  I  never  knew  anyone  in  such  a  position  as  that  who  didn't 
send  in  a  bill  for  something,  regardless  whether  he  did  anything 
or  not. 

O.  Who  is  Edgar  W.  Rogers?  A.  I  don't  knoAv,  unless  you 
have  something  to  the  contrary  there. 

O.  All  I  have  is  that  he  was  paid  an  amount  charged  to  legal 
expenses  November  12,  1902,  $1,657.60.  Does  that  recall  any- 
thing to   your   memory?     A.  No. 

O.  Is  he  connected  with  the  Globe  Printing  Company?  A. 
Not  that  I  know  of. 

O.  Do  you  know  any  Rogers  that  is  connected  with  the 
Globe  Printing  Company?  A.  I  heard  the  other  day  that 
there  is  a  man  connected  with  the  Globe  Printing  Company, 
I  believe,  named  Rogers. 

O.  Is  his  name  Edward  W.?  A.  I  don't  know  what  his 
name  is. 
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Q.  Or  Edgar  W.?  A.  I  don't  know  his  name,  and  I  don't 
know  the  facts. 

Q.  The  Globe  Printing  Company  has  a  very  large  share 
of  your  printing  work,  has  it  not?  A.  That  I  can't  say.  I 
don't  look  over  the  printing  bills,  sir. 

Q.  Do  you  exercise  any  supervision  over  the  printing  or 
stationery?  A.  No,  sir.  That  is  what  the  superintendent  of 
the  Supply  Department  is  paid  for. 

O.  It  has  been  brought  to  our  attention  that  in  1904  the 
printing  and  stationery  expenses,  as  reported  in"  your  report 
of  December  31,   1904,  amounted  to  $601,101.21?     A.  Yes. 

O.  Are  you  acquainted  with  that  fact?  A.  If  it  is  in  the 
annual  report  I  have  seen  it  at  some  time  or  another,  yes. 

Q.  Did  you  read  the  annual  report  when  it  was  gotten  out? 
A.  It  is  always  submitted  to  me.     I  present  it  to  my  board. 

Q.  Do  you  sign  it?     A.  No,  I  don't. 

Q.  Who  does  ?  A.  The  auditing  committee  and  the  auditor. 
The  auditor  signs  it  first  and  then  submits  it  to  the  auditing 
committee  and  they  hand  it  to  the  president  and  the  president 
submits  it  to  his  board. 

O.  Then  it  was  brought  to  your  attention  that  in  1903,  as 
appears  by  the  annual  report  of  that  year,  the  printing  and 
stationery  amounted  to  $680,849.35  ?  A.  Whatever  appears 
in  that  report  was  undoubtedly  reported. 

Q.  These  figures  I  should  say  are  not  taken,  as  they  are 
here,  from  the  anntial  report ;  they  are  in  that  report  collated 
with  other  items,  but  were  taken  from  your  ledger,  which  was 
produced  the  other  day.  It  also  appears  that  in  prior  years 
the  amounts  expended  for  printing  and  stationery  have  been 
upwards  of  $500,000,  and  in  1902  $627,000.  Did  you  make  any 
examination  for  the  purpose  of  ascertaining  whether  those 
expenditures  were  justified?     A.  I  did. 

O.  What   examination    did    you    make?     A.  On    two   occa- 
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sions  I  came  to  the  conclusion  from  what  I  beheve  miners 
call  sufface  indications,  that  the  printing  and  stationery  bills 
were  too  large,  larger  than  I  thought  they  ought  to  be.  I 
can't  distinguish  as  between  what  incidents — as  between  the 
incident  on  the  two  different  occasions,  what  in  particular 
I  did  do  either  time,  but  I  know  that  I  waked  up  a  good  many 
people  in  the  Supply  Department.  I  had  samples  of  all  the 
stationery  furnished  to  the  company  brought  up  into  a  room 
adjoining  mine  where  they  could  all  be  laid  out — had  quite 
a  storehouse  of  them  at  one  time — samples  of  everything  from 
pins  up  to  letterheads  and  so  on,  and  I  had  the  bills  of  it  sub- 
mitted to  me.  I  had  the  quality  of  the  goods  submitted  to 
me,  and  on  one  or  other,  or  both  of  these  occasions,  I  ordered 
a  lower  grade  of  stationery  supply,  lighter  letter 
paper,  cheaper  paper  for  circulars,  and  I  also  ordered 
estimates  to  be  furnished  to  the  Supply  Department,  Mr. 
Fields  in  charge,  before  any  order  were  thereafter  given.  I 
went  quite  thoroughly  throug'h  it  on  one  of  those  occasions 
anyway,  and  spent  considerable  time  on  it. 

Q.  When  were  those  occasions  ?  A.  Oh,  I  should  think 
one  of  them  would  be  within  three  or  four  years,  and  the  other 
one  within  five  or  six. 

Q.  Well,  did  you  notice  that  despite  that  the  printing  and 
stationery  bills  increased?  A.  I  can't  say  that  I  followed  the 
thing  up  further. 

Q.  Did  you  make  any  effort  to  ascertain  whether  your  sug- 
gestions were  adopted?  A.  Well,  I  fancy  it  was  evident  by 
the  quality  of  the  stationery  supplied  on  my  table  that  I 
couldn't  help  seeing,  but  that  is  pure  guesswork,  you  know, 
Mr.  Hughes. 

Q.  But  not  on  the  outlay?  A.  You  know  most  of  these 
things  you  have  asked  me  are  pure  guesswork.  How  on  earth 
can   I  testify  to  these  things. 
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Q.  You  can't  unless  you  have  some  knowledge  on  the  sub- 
ject.    A.  No;    certainly   not. 

Q.  Who  is  Lysander  W.  Lawrence?  A.  If  that  is  his  name 
^I  don't  know  whether  you  have  got  the  middle  name 
right 

Q.  Well,  we  will  call  him  Lysander.  A.  Well,  we  will  call 
him  Lysander,  that  is  a  good  name  for  short.  He  is  the  head 
of  the  firm  of— yes,  that  is  right,  L.  W.  Lawrence  &  Company, 
that  is  right. 

Q.  Who  are  the  other  members  of  the  firm?  A.  I  think 
one  of  them  is — who  is  that? 

MR.  ROBERT  H.  McCURDY:  I  don't  know  whether  Mr. 
Ballard  is  or  not. 

THE  WITNESS:  The  other  is  a  young  man  that  I  know 
and  I  have  forgotten  his  name  at  the  moment.  Well,  I  will', 
think  of  it  presently.  It  will  «ome  to  my  mind  before  long„ 
but  I  have  forgotten  for  the  moment. 

Q.  How  long  have  you  known  Lysander  Lawrence?  A. 
Possibly  twenty-five  years. 

Q.  How  long  has  the  Mutual  been  buying  stationery  from 
him?     A.  Possibly  that  length   of  time. 

Q.  Did  you  know  his  brother,  Dwight  Lawrence  ?  A.  I  had 
a  slight  acquaintance  with  him  in  his  life-time,  yes. 

Q.  Was  he  clerk  of  the  Senate  in  this  State?  A.  I  don't 
know. 

Q.  Do  you  know  another  brother  of  his,  Anderson  Law- 
rence?    A.  Never  heard  of  him. 

Q.  When --you  examined  into  the  matter  of  printing  and 
stationery,  did  you  ascertain  whether  there  were  any  com- 
petitive bids  asked  for?    A.  I  don't  think  I  can.     I  directed 
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that  there  should  be,  yes.     I  do  recollect  that  some  other  bids 
were  presented,  but  whom  they  were  from  I  can't  tell. 

Q.  Did  you  go  far  enough  to  ascertain  that  the  bulk  of  the 
printing  and  stationery  was  furnished  by  two  concerns,  Law- 
rence &  Company  and  the  Globe  Printing  Company?     A.  No. 
Q.  Do  you  know  now  that  that  is  the  fact?     A.  From  hear- 
say, not  from  anything  else. 

Q.  Well,  from  hearsay  within  your  office  or  within  your 
company?     A.  Oh,  yes. 

O.  There   is   no   question   about   the   fact A.  I   don't 

think  there  is. 

Q.  That  they  have  the  great  bulk  of  the  work?  A.  I 
don't  think  there  is  any  question  about  it,  but,  as  a  matter 
of  positive  knowledge,  I  haven't  it. 

Q.  Do  you  know  whether  there  is  any  competition  between 
the  Globe  Printing  Company  and  Lawrence  &  Company?  A. 
That  I  don't  know  anything  about. 

Q.  Do  you  know  who  is  in  the  Globe  Printing  Company? 
A.  I  don't  know  anything  about  it. 

Q.  Do  you  know  that  Lysander  Lawrence  is  the  treasurer 
of  the  Globe  Printing  Company?  A.  I  don't  know  anything 
about  it. 

Q.  Do  you  know  that  Edgar  W.  Rogers  is  the  president  of 
the  Globe  Printing  Company?  A.  I  don't  know  anything 
about  it. 

Q.  Or  Louis  F.  Ballard    is    the    secretary    of    it?      A.  Louis 
Ballard  is  the  name  of  the  person  I  was  just  trying  to  think  of. 
Q.  You  mean  that   Louis   Ballard  is  the  partner  of   Law- 
rence  &   Company?     A.  The  junior  partner  of   Lawrence  & 
Company. 

Q.  And  that  he  is  the  secretary  of  the  Globe  Printing  Com- 
pany?    A.  I  don't  know  anything  about  it.     You  say  so. 
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Q.  I  was  putting  it  as  an  interrogation  whether  you  knew 
or  not?    A.  No. 

Q.  Has  it  ever  been  brought  to  your  attention  that  the 
Globe  Printing  Company  and  Lawrence  &  Company  are 
practically  the  same  people?  A.  No,  I  don't  know  anything 
about  it.  In  the  first  place,  the  Globe  Printing  Company  I 
don't  think  was  ever  heard  of  before — well,  a  good  many  years 
ago  I  heard  that  a  Globe  Printing  Company  had  a  strike  in  its 
ofiSce,  and  then  I  asked  what  the  Globe  Printing  Company 
was.     That  is  all  I  know  about  it. 

Q.  Does  the  .Globe  Printing  Company  do  much  work  for 
other  people  besides  the  Mutual?  A.  My  dear  sir,  excepting 
you  had  brought  it  up,  I  should  have  forgotten  that  there 
was  such  a  thing  as  the  Globe  Printing  Company  in  exist- 
ence. 

Q.  Do  you  know  how  much  money  the  Mutual  Life  paid 
them  last  year?     A.  Certainly  not,  how  should  I? 

Q.  I  should  think  it  would  be  an  easy  thing  to  ascertain. 
A.  I  haven't  been  asked  to. 

Q.  You  haven't  paid  attention  to  that?  A.  What  difference 
does  it  make? 

Q.  Of  the  six  hundred  and  one  thousand  dollars  for  printing 
and  stationery  in  1904,  how  much  of  it  did  the  Globe  Printing 
Company   get?     A.  You   know,   but   I   don't. 

Q.  You  attribute  too  much  to  me.  I  don't  know  exactly. 
I  should  like  to  have  you  state.  A.  You  know  so  much,  Mr. 
Hughes,  that  I  think  you  know  more  than  I  do  about  a  great 
many  things. 

Q.  There  are  a  great  host  of  vouchers  which  we  have  not 
been  able  to  add.  It  would  take  some  time  to  add  them 
together,  and  I  thought  it  would  save  time  if  you  could  give 
me   approximately  the   general   statement   subject   to   correc- 
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tion?  A.  Do  you  think  I  have  had  time  to  add  them  up  in 
my  head? 

Q.  No.  But  I  should  suppose  that  you  knew  something  about 
it.     A.  No,  sir. 

Q.  You  couldn't  contend  that  one  set  of  people  should  prac- 
tically control  your  printing  and  stationery  supply,  would 
you?     A.  Yes. 

Q.  Why?  A.  Because  I  should  be  the  one  that  con- 
trolled it. 

Q.  What?  A.  Because  I  would  be  the  one  that  con- 
trolled it. 

O.  Well,  do  you  control  it?  A.  Undoubtedly  the  company 
does. 

Q.  Well,  the  company,  but  you,  what  do  you  do  about  the 
control?  Do  you  see  that  they  pay  or  ask  proper  prices? 
A.  Well,  you  asked  if  any  one  person  should  control  the  print- 
ing and  supply  account  of  the  Mutual  Life  Insurance  Com- 
pany, and  I  say  yes. 

Q.  Who  is  he?  A.  The  company  ought  to  control  it  it- 
self. 

Q.  Who  represents  the  company  in  doing  it?  A.  The  Sup- 
ply Department  and  the  Committee  on  Expenditures. 

Q.  You  mean  Andrew  C.  Fields?  A.  Not  necessarily  An' 
drew  C.  Fields.  Andrew  C.  Fields,  as  has  been  shown,  is 
away  at  the  present  time  and  ill.  He  haS'  got  assistants  aftd 
competent  assistants,  to  carry  it  on  for  the  time  being.  The 
Supply  Department  is  an  organization,  it  is  like  a  locomotive 
or  any  other  machine  that  moves  automatically  when  the  right 
man  shoves  the  lever,  or  pulls  the  throttle,  which  ever  is  the 
correct  engineering  expression. 

Q.  What  I  was  getting  at  is,  whether  it  always  moves  in  the 
same  direction,  and  I  want  to  know  whether  that  had  attracted 
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your  attention?     A.  What?     Whether    the    Supply    Depart- 
ment moves  in  the  same  direction? 

Q.  Yes,  and  spends  a  great  deal  of  money  with  Lawrence 
&  Company  and  the  Globe  Printing  Company,  and  what  you 
have  done  about  it-?  A.  I  have  done  just  what  I  have  told 
you  I  have.  I  have  tried  to  pull  up  that  question  of  expenses 
and  make  them  spend  less,  and  I  think  I  succeeded  for  a  time 
at  any  rate. 

Q.  Can  you  now  recall  more  definitely  when  that  was,  and 
the  extent  of  your  success?  A.  No.  Well,  I  could  if  I  went 
back  and  got  my  secretary  to  pull  out  old  memoranda  in  my 
desk.  I  could  probably  find  out,  if  it  is  important  enough  I 
will. 

Q.  Here  are  the  reports :  1898,  for  printing  and  stationery, 
$473,523-84;  1899.  $581,783-21;  1901,  $519,750-30;  1902,  $627,- 
984.23;  1903,  $680,849.35;  1904,  $601,101.21.  Now,  precisely 
where  did  your  reductions  take  effect?  A.  I  can't  tell,  but  it 
is  entirely  within  the  realm  of  possibility  that  in  one  of  those 
years  the  expenditures  of  the  company  for  printing  and  sup- 
plies, except  for  my  intervention,  might  have  run  very  much 
above  the  figures  you  have  quoted. 

Q.  Do  you  recognise  the  necessity  for  intervention  and  some 
care  and  supervision?  A.  I  recognized — at  the  time,  as  I 
say,  I  got  the  impression  that  the  stationery  was  costing  us 
too  much  money,  and  I  looked  into  it,  as  I  testified  before ;  I 
looked  into  any  department  of  the  company  which  to  my 
mind  at  the  moment  required  special  attention.  If  I  am 
satisfied  or  think  that  everything  is  going  on  all  right,  why 
then  I  don't. 

O.  The  question  was  asked  the  other  day  by  your  counsel 
whether  any  officer  of  the  Mutual  Life  in  any  way  partici- 
pated in  the  profits  of  Lawrence  &  Company.     I  want  to  ask 
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you  the  same  question  as  to  the  Globe  Printing  Company  ?  A. 
Absokitely. 

Q.  Not?    A.  Absolutely  not. 

O.  Has  any  officer  or  employee  of  the  Mutual  Life,  so  far 
as  you  know,  any  interest  in  the  Globe  Printing  Company? 
A.  Not  the  slightest;  no  reason  to  suppose  it  and  don't  be- 
lieve it. 

MR.  BECK :  Mr.  Hughes,  I  want  to  correct  a  misstate- 
ment you  made  unintentionally  in  addressing  the  witness.  I 
don't  mean  it  was  the  fault  of  an  interrogation,  but  it  was  a 
statement,  that  is  that  all  of  the  printing  and  stationery  went 
to  Lawrence  &  Company  and  the  Globe  Printing  Company. 
That  is  a  mistake.     It  is  not  so. 

MR.  HUGPIES:  I  don't  think  I  said  all.  I  think  I  said 
the  bulk  of  it. 

MR.  BECK:  No,  you  said  it  all  went  to  Lawrence  &  Com- 
pany and  the  Globe  Printing  Company. 

MR.  HUGHES :  If  I  said  all  I  was  inaccurate,  but  it  is  a 
very  large  proportion  of  it. 

MR.  BECK:  While  dwelHng  on  the  mistakes  of  Moses, 
you  also  said  the  expenses  for  printing  and  stationery  increased 
each  year,  while  the  figures  you  have  read  show  that  in  1904 
those   expenses  decreased  $80,000. 

MR.  HUGHES :  I  read  the  figures  and  they  speak  for 
themselves,  and  furnished  a  correction  if  any  was  needed.  I 
do  not  think  any  was  needed.  I  want  the  witness  to  state  just 
where  his  reduction  came  in.     Now,  if  it  came  in  in  1904  and 
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the  difference  between  $680,000  and  $601,000  was  due  to  what 
he  did  in  1904,  I  would  be  very  glad  to  have  him  say  so  and 
explain. 

THE  WITNESS:.  Well,  as  I  said  before,  there  is  an  im- 
provement of  that  kind — repeat  your  figures  over.  Was  there 
a  diminution  in  one  year  of  $80,000? 

Q.  There  was,  according  to  your  ledger,  from  1903  to  1904, 
and  if  that  was  the  year  you  intervened  I  should  be  very  glad 
to  know  it?  A.  I  don't  know  anything  about  it,  but  I  pre- 
sume it  may  have  been. 

Q.  Was  it  ever  in  any  way  brought  to  your  attention  that 
any  moneys  were  charged  to  printing  and  stationery  that 
should  not  have  been  charged  there?     A.  No. 

Q.  Are  you  prepared  to  say  that  all  the  charges  to  the  print- 
ing and  stationery  account  were  for  printing  and  stationery, 
so  far  as  you  know?  A.  Well,  I  am  trying  to  see  just  how 
I  ought  to  answer  that  question  with  entire  justice  to  myself 
as  well  as  to  the  Committee.  I  have  no  personal  knowledge 
on  the  subject,  and  I  am  not  aware  that  I  ever  have  had  any 
personal  knowledge  on  the  subject  whatever.  I  have  a  right 
to  assume  that  the  accounts  of  the  company  are  accurate,  and 
are  correct,  and  that  is  all  I  can  say  about  it. 

Q.  You  had  no  information  to  the  contrary?  A.  No.  I 
can  say  that  with  entire  frankness. 

Q.  Do  I  understand  you  have  never  heard  of  anything  of 
that  sort?  A.  No,  sir;  you  do  not.  I  have  heard  all  sorts  of 
rumors,  and  I  have  read  a  lot  of  it  in  the  newspapers. 

Q.  Well,  outside  of  what  the  newspapers  may  have  said, 
in  your  office  or  in  your  connection  with  the  Mutual  Life? 
A.  I  never  knew  or  met  anybody  in  my  life  who  I  believe 
would  make  an  affidavit  on  the  subject. 
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O.  Without  any  affidavit  on  the  subject,  has  any  rumor 
ever  reached  you  in  the  routine  of  the  Mutual  Life  matters 
that  have  come  to  your  attention?  A.  Latterly,  during  the 
progress  of  this  investigation  I  have  heard  a  good  many  state- 
ments of  that  kind,  as  I  say,  unverified  and  unsupported  by 
any  evidence.  But  as  to  any  knowledge  or  information,  based 
upon  the  knowledge  of  other  people  that  there  was  anything 
wrong  in  the  affairs  of  the  Mutual  Life  Insurance  Company,  I 
have  never  had  reason  to  believe. 

Q.  Where  did  you  hear  these  rumors?  A.  Oh,  my  dear  sir, 
you  can't  press  such  a  question  as  that ;  you  can't  open  a  news- 
paper here  without 

Q.  I  am  not  talking  about  newspapers,  I  am  talking  about 
what  comes  to  your  ears  as  president  of  the  Mutual  Life  from 
persons  connected  with  the  Mutual  Life  in  the  ordinary  trans- 
actions of  your  business  at  present.  Has  anything  come  to 
you  there?  A.  Oh,  I  meet  the  officers  of  the  company  and 
the  trustees  of  the  company  a  dozen  times  a  day  in  and  out. 
How  can  I  tell  every  fugitive  conversation  that  takes  place, 
and  this,  that  or  the  other  thing?  Now,  it  is  just  as  vague  as 
that.  I  am  entirely — you  are  asking  an  impossibility  of  me, 
Mr.  Hughes,  and  that  I  want  to  be  entirely  sincere  about; 
entirely  sincere  about. 

Q.  Do  I  understand  that  you  are  not  'prepared  to  deny 
that  a  trustee  of  the  Mutual  Life  has  brought  such  a  matter  to 
your  attention?"    A.  That  I  am  not  prepared  to  deny? 

Q.  Yes.  A.  I  am  not  prepared  to  assert  it,  if  that  is  what 
you  mean. 

Q.  You  say  that  it  has  not  been  done?  A.  No;  I  mean  to 
say  that  the  question  may  have  come  up  at  any  time  on  this 
subject  of  expenses  of  tlje  supply  department  or  for  stationery, 
and  all  that  sort  of  thing. 

Q.  Come  up  with  your  trustees  or  one  of  them?    A.  Oh,  I 
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don't  know;  passed  in  one  ear  and  out  of  the  other;  the  chat 
that  goes  on  around  a  lunch  table  or  on  a  ferryboat  or  in  a 
cab  or  anything  of  that  sort,  the  various  whims  of  the  moment, 
and  that  sort  of  thing,  who  can  remember?  I  don't.  I  don't 
charge  my  mind  with  them. 

Q.  Well,  it 'was  something  important  to  charge  your  mind 
with  if  one  of  your  trustees  suggested  it,  wasn't  it  ?  A.  I  never 
said  one  of  my  trustees  suggested  it. 

Q.  Do  you  say  that  is  a  fact,  that  one  of  your  trustees  has 
suggested  it?  A.  No,  no,  no.  I  say,  as  a  matter  of  illus- 
tration, that  I  might  have  talked  to  the — with  the  vice-presi- 
dent or  one  of  my  trustees,  or  the  medical  director — hardly 
with  the  bootblack,  because  I  don't  talk  with  him. 

Q.  Well,   have  you   talked   with   the  vice-president  or  the 
medical  director  on  this  subject?     A.  I  might  have. 
Q.  Recently?     A.  I  don't  know  that  that  I  ever  did. 
Q.  Have  you  talked  with  anyone  connected  with  your  com- 
pany on  the  subject?     A.  I  have  not,  as  a  matter  of  positive 
recollection,  knowledge  that  I  talked  with  anyone. 

O.  What  occasioned  your  uncertainty  in  answering  my 
question  ?  A.  Because — I  have  forgotten  what  your  question 
was  now — I  wanted  to  think  a  moment  and  see  whether  I  had 
any  definite  recollection  of  the  matter  or  not.  I  believe  in 
the  probing  business,  and  I  think  you  have  probed  pretty 
thoroughly  on  that  subject  now,  and  I  am  prepared  to  say 
that  so  far  as  I  recollect — not  in  that  sense — that  I  don't  recol- 
lect that- 1  ever  had  any  distinct  conversation  with  anybody 
on  the  subject. 

Q.  You  won't  say  that  you  recollect  that  you  have  not 
had  ?     A.  No,  I  won't  say  that.     I  don't  recollect  it  at  all. 

Q.  Now,  when  this  matter  came  up,  or  in  any  way  was 
brought  to  your  attention,  did  you  iftstitute  an  investigation  ? 
A.  You  are  assuming  that  it  did  come  up. 
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Q.  Have  you  instituted  any  investigation  of  the  matter? 
A.  No ;  I  never  have ;  I  never  have  instituted  any  investiga- 
tion, excepting,  as  I  say,  I  looked  over  the  accounts  on  a 
couple  of  occasions  and  I  tried  to  reduce  the  expenses  of  the 
supplies  and  stationery. 

Q.  And  when  have  you  examined  the  accounts  of  the  print- 
ing and  stationery  department  to  see  if  any  moneys  charged 
to  that  department  had  gone  for  other  purposes?  A.  I  never 
did. 

Q.  Have  you  now  under  investigation  that  subject?  A.  No; 
not  at  all.     You  have,  I  believe.     That  is  unnecessary. 

Q.  I  would  be  very  glad  if  you  would  aid  us  in  that  par- 
ticular.    A.  What? 

Q.  I  would  be  very  glad  if  you  would  aid  us  in  that  matter. 
A.  Well,  I  am  trying  to  aid  you  now  all  I  can. 

Q.  The  question  has  been  raised  here  of  moneys  expended 
by  the  Mutual  Life  for  luncheons.  I  suppose  those  luncheons 
were  for  the  clerks?  A.  All  the  persons  in  the  employment, 
of  the  service,  except,  I  mean,  all  those  that  are  rendering 
industrial  services,  or  domestic  services,  if  you  can  call  it 
that  way. 

O.  What  do  you  mean  by  industrial  services?  A.  I  mean 
to  say  scrubwomen  and  elevator  men  and  policemen  and 
engineers  and  electricians  and  people  of  that  kind.  Those  we 
don't  furnish  any  lunch  to. 

Q.  How  many  on  the  average  take  lunch  in  the  Mutual  Life 
Building?     A.  I  am  informed  about  600. 

Q.  That  is  an  average  throughout  the  year?  A.  Yes;  I  am 
so  informed.  I  know  I  kept  tally  last  December — I  am  al- 
ways in  the  habit  of  meeting,  and  very  glad  of  having  an 
opportunity  to  shake  hands  with  the  gentlemen  in  the  Mutual 
Life  Insurance  Company  whom  I  am  prevented  from  seeing 
at  any  other  time  of  the  year,  and  at  the  close  of  the  year  they 
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come  up  in  the  board  room  and  I  have  a  Httle  reception,  and 
they  shake  hands  with  me.  I  am  very  glad  of  the  oppor- 
tunity, and  I  had  a  tally  kept  last  year  about  the  number 
that  I  shook  hands  with  the  day  before  Christmas,  and  it  was 
something  over  700,  but  that  included  a  few  friends  from 
out  of  town: — I  don't  mean  to  say  from  out  of  town,  but  from 
outside  of  the  office,  who  came  in,  knowing  I  was  in  the  habit 
of  having  that  kind  of  a  reception,  and  as  I  say,  I  had  a  tally 
kept,  and  I  know  that  I  shook  hands  with  over  700,  and  with 
the  exception  T  mentioned,  they  were  all  employees  of  the 
Mutual   Life. 

Q.  Have  you  made  any  examination  of  the  matter  for  the 
purpose  of  ascertaining  what  it  cost  per  head  to  feed  the 
clerks  ?     A.  I  have  heard  it  stated  to  be  about  forty  cents. 

Q.  Who  has  charge  of  the  auditing  of  the  accounts  and 
expenses  for  that  purpose  ?     A.  I  presume  the  auditor. 

O.  Mr.  Preller?     A.  Yes. 

Q.  Anybody  else?  A.  Why,  it  would  come  before  the  Com- 
mittee on  Expenditures. 

Q.  Do  the  officers  lunch  in  the  building?     A.  Yes. 

Q.  Is  there  a  chef  there  ?  A.  There  is  a  man  cook,  if  you 
choose  to  call  him  a  chef,  yes. 

Q.  What  is  his  salary  or  wage?     A.  I  don't  know. 

Q.  Is  there'  any  stock  of  wines  kept  in  the  building?  A. 
Not  that  I  am  aware  of. 

Q.  It  has  been,  as  one  of  the  rumors  currently  reported, 
that  you  have  a  stock  of  wine  in  the  Mutual  Life  Building. 
That  is  not  true?     A.  I  beheve  it  to  be  untrue. 

Q.  Don't  you  know  one  way  or  the  other?  A.  Why,  I 
know,  to  the  best  of  my  knowledge,  that  we  haven't  got  any, 
but  I  couldn't  swear  to  it.  -I  don't  beheve  it.  I  never  heard 
that  we  had  a  wine  cellar,  and  I  am  informed  that  we  do  not 
keep  anything  of  that  kind  on  hand.  n 
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AIR.  BECK:  Mr.  Hughes,  I  spoke  to  the  caterer  about  it 
at  the  time,  and  if  you  care  to  have  this  indirect  information 
I  can  tell  you.  He  said  in  the  first  place,  that  there  was  no 
wine  in  the  cellar ;  in  the  second  place,  as  every  officer  of  the 
Mutual  Life  who  lunches  there  knows,  there  is  no  wine  served. 
When  we  were  entertaining  the  French  Chamber  of  Deputies 
there  was  a  modest  glass  of  wine  served.  As  far  as  Dr.  Park- 
hurst's  terrapin  is  concerned,  I  have  never  seen  it  and  I  think 
no  other  officer  of  the  company  has. 

Q.  Is  there  anything  in  the  statement  that  the  caterer  some- 
times goes  to  Albany?  A.  (Laughing.)  That  is  a  new  one, 
Mr.  Hughes.     I  haven't  got  onto  that  yet. 

Q.  Is  there  anything  in  it  ?  A.  That  is  too  absurd  almost — 
I  withdraw  the  comment.     There  isn't,  so  far  as  I  know. 

Q.  Well,  I  am  very  glad  to  have  you  take  the  opportunity 
of  stamping  these  things  as  utterly  without  foundation,  if  they 
have  none.  A.  If  you  think  that  of  sufficient  importance  to 
press,  I  will  say  it  is  an  entirely  new  suggestion  to  my  mind, 
and — I  won't  go  further,  that  is  enough. 

Q.  Well,  you  are  prepared  to  swear  that  is  isn't  so?  A. 
Oh,  yes. 

Q.  I  find  here  a  voucher  under  date  of  May  22,  1903,  for 
the  payment  of  ten  thousand  dollars  as  the  first  payment  un- 
der contract  of  that  date  to  T.  H.  Bowles.  Who  is  he  ?  A.  He 
is  a  man  who  was  formerly  an  agent  of  ours. 

Q.  How  long  did  he  remain  such  agent?     A.  Several  years. 

Q.  About  how  long?  A.  Well,  may  I  see  that  voucher? 
Has  that  anything  to  do  with  the  period?  (Voucher  handed 
witness.)  I  suppose  that  is  about  the  time  that  Bowles  settled 
his  suit  against  us.     I  don't  know. 

Q.  Aren't  you  mistaken  in  that?  A.  Well,  very  Ukely  I 
am. 
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Q.  That  says  the  first  payment  under  contract.  It  wasn't 
the  settlement  in  the  latter  part  of  the  year  1903?  A.  Well, 
I  don't  know;  it  was  done  by  the  Law  Department. 

Q.  What  was  his  suit  against  you?  A.  Well,  as  I  recollect 
it,  he  was  removed  for  cause,  as  we  considered  it,  and  there 
was  a  dispute  over  claims  made  on  his  part  for  allowance  by 
the  company  that  the  company  didn't  recognize,  and  he 
brought  a  suit  against  us  and  he  organized  a  campaign  of 
appeals  to  policyholders  and  statements  of  a  very  misleading 
character,  and  that  sort  of  thing,  and  after  a  while  the  thing 
was  settled.     I   don't  know  anything  about  it. 

Q.  What  was  the  cause  for  which  he  was  dismissed?  A. 
Insubordination. 

Q.  In  what  way  did  he  show  his  insbordination?  A.  When 
— I  have  forgotten  the  exact  sequence  of  the  events,  but  I 
think  when  the  initiative  was  taken  and  the  effort  to  change 
Bowles'  agency  from  a  general  agency  system  to  the  man- 
aging system,  which  I  have  described  befpre,  like  some  of  the 
other  general  agents,  he  had  opposed  it.  It  is  one  of  the 
difficulties  that  I  have  had  to  deal  with,  as  I  testified  the  other 
day,  for  seventeen  or  eighteen  years.  Just  as  soon  as  you 
touched  a  general  agent's  commission  account  and  endeavored 
to  save  money  in  that  way  for  the  company  by  transferring 
his  business  to  the  books  of  the  company,  so  that  thereafter 
it  should  practically  cost  the  company  little  or  nothing,  why 
just  as  soon  as  the  pockets  were  touched  of  some  of  them 
why  they  would,  like  Bowles,  make  difficulties  of  various 
kinds.  We  had  arrived  in  the  regular  and  systematic  pros- 
ecution of  that  efifort  at  Mr.  Bowles'  agency  and  he  availed 
himself  of  the  opportunity  to  obstruct  the  attempt  to  bring 
back  the  company's  own  business  into  its  own  custody,  into 
its  own  hands,  by  addressing  a  letter  to  the  trustees  of  the 
company  in  which  the  president  was  denounced  and  a  variety 
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of  allegations  were  made  which  were  distinctly  subversive 
of  discipline,  and   I  forthwith   removed   him. 

Q.  Did  he  send  a  copy  of  this  letter  to  the  different  mem- 
bers of  the  Board  of  Trustees  A.  He  did  to  many  of  them ; 
I  presume  he  did  to  all. 

O.  Did  he  place  it  with  you  before  he  sent  it  to  the  members 
of  the    Board     A.  I    cannot   recollect. 

'Q.  Have  you  that  letter  or  a  copy  of  it?  A.  I  don't  beUeve 
I    have.     I    might   find   one   somewhere. 

Q.  Is  that  on  the  files  of  the  company?  A.  I  doubt  whether 
it  is. 

Q.  Why  do  you  doubt  it?  A.  Because  I  don't  believe  that 
sufficient  importance  was  attached  to  it  to  place  it  on  the 
files  of  the  company. 

O.  You  mean  it  was  destroyed?  A.  Well,  I  don't  know 
where   the   letter  would — I   wouldn't   keep   it. 

Q.  It  was  an  official  document,  wasn't  it?  A.  It  was  ad- 
dressed to  me,  and  to 

O.  As  president?  A.  And  I  believe  it  was  addressed  also 
to  each  member  of  the  Board. 

Q.  Wasn't  that  kept  upon  the  files  regularly  as  a  part  of 
your  correspondence?     A.  No,   Mr.   Hughes. 

Q.  You  wouldn't  know  where  to  find  a  copy  of  it  now  ?  A. 
No,  I  would  not. 

Q.  You  say  that  he  made  statements  reflecting  upon  the 
president.  Did  he  charge  that  there  was  extravagance  in  the 
management  of  the  company?  A.  I  have  no  recollection  of 
what  he  charged  now.  He  probably  did.  That  is  the  kind 
of  thing  they  would  all  be  likely  to  say,  that  is  an  insubor- 
dinate  

Q.  Is  that  your  recollection,  that  he  did?  A.  An  insubor- 
dinate agent  would  be  likely  to  say  something  of  that  kind, 
I  have  no  recollection  about  it.     If  you  will  allow  me  to  state 
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the  facts,  Mr.  Hughes,  I  may  save  you  some  trouble  in  asking 
questions.  The  matter  came  up,  as  I  said— I  think  I  saw  Mr. 
Bowles  once  or  twice,  and  I  didn't  want  to  have  anything  more 
to  do  with  him,  and  I  removed  him  for  insubordination.  He 
then  wrote  these  letters  that  I  told  you  about,  and  I  brought 
the  matter  up  before  the  Board,  in  a  colloquial  kind  of  way, 
and  the  Board  was  good  enough  to  refer  it  to  the  president's 
power. 

Q.  Do  you  recognize  that  as  a  copy  of  his  communication 
(handing  paper  to  witness)  ?     A.  No. 

Q.  Just  look  at  it  and  see  ?  A.  No,  I  cannot — and  if  you  will 
allow  me  to  finish — and  when  they  referred  it  to  me  with 
power  I  wasn't  going  to  have  anything  more  to  do  with  him ; 
I  just  signed  it  over  to  Mr.  Short  and  let  him  settle  it. 

Q.  Who  referred  it  to  you  with  power?  A.  The  Board  of 
Trustees,  unanimously. 

Q.  Did  they  read  his  letter?     A.  I  don't  beheve  they  did. 

O.  They  referred  it  to  you  without  looking  into  the  charges 
which  were  made?     A.  I  guess  so,  yes. 

O.  Did  you  read  his  letter?     A.  No. 

O.  And  you  discharged  him  without  looking  into  the 
charges  he  made?  A.  I  read  enough  of  them  to  know  he 
-  deserved  it  and  that  was  all  there  was  about  it. 

Q.  Did  you  think  it  was  a  proper  ground  for  criticising  an 
agent  who  sought  to  bring  to  the  attention  of  the  Board  that 
there  was  needless  expense  in  the  management  of  the  com- 
pany? A.  If  an  agent  was  insubordinate  he  deserved  to  be 
dismissed  anyhow,  and  then,  if  he  had  charges  of  that  kind 
to  make  he  could  make  them  in  some  other  way,  but  not  as 
long  as  he  remained  an  agent  of  the  company  and  the  presi- 
dent had  any  authority. 
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MR.  ROGERS:  Mr.  McCurdy,  excuse  me.  Some  of  the 
members  of  the  Committee  say  they  cannot  hear  you. 

THE  WITNESS:  I  am  sorry  to  say,  as  I  endeavored  to 
say  the  other  day,  I  have  a  Httle  hoarseness  which  I  cannot 
control,  and  constant  speaking,  as  I  have  been  subjected  to 
to-day,  increases  it  as  the  day  wears  on.  If  I  attempted  to 
use  my  voice  more  forcibly  I  could  not  be  heard  as  well,  I 
think. 

BY  MR.  HUGHES: 

Q.  Had  Mr.  Bowles  been  a  successful  agent  in  his  field? 
A.  Yes;  he  was. 

Q.  He  had  been  successful  first  in  the  South  and  then  in 
the  West?     A.  He  had. 

Q.  Did  he  indicate  his  insubordination  in  any  other  way 
than  by  bringing  to  your  attention  what  he  deemed  to  be 
abuses  in  the  management  of  the  company?  A.  He  brought 
the  attention  to  what  he  deemed,  or  confessed  to  deem,  abuses 
of  various  kinds,  to  my  attention,  when  in  the  progress  of 
the  desire  to  introduce  the  change  into  the  agency  system  of 
the  company,  which  had  been  in  progress  for  a  number  of 
years,  and  when  his  turn  came,  then  he  turned  rebelliously, 
if  I  may  so  speak,  insubordinately,  and  tried  to  throw  a  handful 
of  mud  at  the  administration  of  the  company.  That  is  all 
there  was  about  it. 

Q.  Well,  his  insubordination  consisted  in  the  handful  of 
mud?     A.  Well,  probably,  yes. 

Q.  And  the  handful  of  mud  was  in  this  communication? 
A.  Probably. 

Q.  And  it  involved  charges  of  extravagance  in  the  manage- 
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ment  of  the  company?     A.  What— you  have  got  it  in  your 
hand? 

Q.  Yes.  A.  I  have  not  seen  it.  What  was  the  date  of  it? 
How  long  ago  was  it? 

Q.  November  29,  1902.     A.  Yes. 

Q.  I  think  you  are  probably  right  about  that  voucher.  I 
think  it  was  1903?  A.  Yes.  This  has  brought  up  the  sub- 
ject of  the  agency  system  of  the  company  incidentally,  and  I 
want  to  say  a  word  or  two  very  briefly  on  that  subject  in  order 
to  prevent  a  misconception 

Q.  Will  you  postpone  that,  Mr.  McCurdy,  because  that  is 
not  the  matter  I  am  dealing  with  now?     You  will  have  a  full 

opportunity A.  If  you  will    give    me    an    opportunity 

later 

Q.  Yes,  you  will  have  an  opportunity  to  deal  with  it 
fully.  A.  I  want  to  address  myself  to  that  subject,  because 
left  just  where  it  is,  it  is  liable  to  misapprehension. 

Q.  Now,  I  find  in  this  paper,  which  I  understand  to  be  a 
copy  of  the  letter  which  I  use  subject  to  correction,  the  follow'* 
ing:  "The  management  of  the  Mutual  Life  Insurance  Com- 
pany has  disregarded  every  principle  of  sound  and  economic 
life  underwriting  to  satisfy  a  personal  ambition  to  write  a 
large  business,  and  even  to  the  extent  of  creating  a  fallacious 
business  on  the  books  of  the  company  and  in  its  sworn  annual 
statement.  It  has  employed  incompetent  men  to  fill  important 
places,  and  maintained  them  only  by  the  expenditure  of  un- 
limited sums  of  the  company's  money.  It  has  given  the  most 
important  and  remunerative  positions  in  the  government  of 
the  company  to  men  whose  highest  recommendation  is  their 
kinship  with  the  chief  executive."  Did  you  regard  that  state- 
ment as  an  act  of  insubordination  involving  discharge?  A.  I 
probably  should. 

Q.  Was  it  not  rather  a  statement  that  called  for  an  inves- 
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tigation  on  the  part  of  tile  trustees  of  your  company  ?  A.  Not 
at  all. 

Q.  Did  it  not  bring  to  your  attention  the  question  of  the 
amount  of  profits  which  were  made  by  C.  H.  Raymond  & 
Company  and  the  advisability  of  your  looking  into  that  mat- 
ter? A.  I  have  told  you  before  that  I  thought  the  profits 
made  by  C.  H.  Raymond  &  Company  were  legitimate,  and 
certainly  no  such  communication  as  that  would  influence  me  to 
swerve  from  my  course  of  management  of  the  Mutual  Life 
Insurance  Company  by  a  hair's  breadth.  It  was  entitled  to 
no  consideration  whatever. 

Q.  Did  any  of  your  trustees  when  this  document  was  pre- 
sented containing  that  statement  ask  an)^  explanation  from  you 
as  to  the  relatives  of  yours  employed  in  the  company  and 
their  compensation?  A.  Nobody  ever  did.  Several  of  them 
sent  me  the  communications  and  announcing  that  they  had 
received  it,  I  think  one  or  two  handed  it  to  me  in  person,  that 
happened  to  be  near,  and  I  got  two  or  three  letters  from  other 
meinbers  of  the  Board  of  Trustees  and  that  is  all  there  was 
about  it.  I  said,  when  at  a  subsequent  meeting  of  the  board, 
not  long  after,* I  thought  it  was  of  sufficient  importance,  as 
I  believed  he  threatened  a  suit,  and  I  believe  he  did,  begin  a 
suit  to  bring  the  matter  up  in  a  rather  informal  kind  of  way 
before  the  Board  and  they  referred  the  whole  matter  to  me 
with  power,  and  I  thereupon  promptly  turned  it  over  to  Mr. 
Short,  and  then  he  settled  it  later  on. 

Q.  Do  you  remember  that  one  of  Mr.  Bowles'  grounds  for 
criticizing  the  management  of  the  company  was  the  creation 
of  an  executive  special  department?  A.  I  don't  recollect 
anything  he  charged.  He  probably  charged  everything  he 
could  think  of. 

Q.  What  was  the  executive  special  department?  A.  I  want 
to  answer  that  in  this  way.     The  great  bulk  of  agents  of  the 
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jMutual  Life  Insurance  Company  of  New  York,  the  over- 
whelming majority  of  them,  have  always  been  staunch  and 
true  and  loyal  to  the  company,  and  I  believe  they  are  to-day. 
But  one  bad  egg  in  the  platter  will  spoil  the  best  pudding  there 
ever  was.  When  I  succeeded  to  the  presidency,  I  think  I  testi- 
fied the  other  day,  before  very  long  I  was  convinced  that 
some  of  the  general  agents  were  retaining  too  much  of  the 
commissions  allowed  them  on  their  business  for  future  accu- 
mulations for  their  own  sake,  and  not  spending  it  as  they 
ought  to  do  in  prosecuting  the  new  business  of  the  company, 
and  I  endeavored  to  get  at  that  fact.  I  found  soon  that  I  was 
touching  a  very  tender  spot,  and  I  deemed  it  unwise  at  that 
time  to  prosecute  my  endeavors  to  change  that  system  then 
and  there.  .1  think  I  indicated  in  my  evidence  the  other  day 
that  the  chief  competitors  of  the  company  were  then  doing- 
more  annual  business  than  the  Mutual  Life  Insurance  Com- 
pany and  that  the  condition  of  the  company  was  practically 
stationary,  if  not  retrograding.  I  thought  it  was  my  duty 
to  change  that  relation  of  things,  and  in  the  prosecution  of 
those  efforts  my  attention  was  drawn  here  and  there  to  what 
I  believed  to  be  the  fact,  that  the  money  allowed  for  com- 
missions to  some  of  the  general  agents  was  not  being  em- 
ployed as  it  should  be  employed.  I  found,  to  repeat,  that  it 
was  a  delicate  subject  that  I  had  better  let  alone  for  the  pres- 
ent, because  what  I  was  then  after  was  the  development  of 
new  business  of  the  company.  So  that  I  felt  that  the  United 
States  of  America  was  practically  closed.  I  had  too  many 
other  things  to  do  just  then.  The  policy  contracts  of  the  com- 
pany were  necessary  to  be  revised  and  reformed  and  made 
more  attractive,  so  that  the  agents  ccfuld  sell  them,  as  they 
call  it,  could  sell  a  class  of  manufacture  that  was  adapted  to 
the  wants,  or  the  assumed  wants,  or  the  tastes  at  any  rate,  of 
a  community  at  the  time,  and  not  the  wornout  merchandise 
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that  we  had  been  deahng  in  for  some  time  before.  So,  as  I 
say,  practically,  the  United  States  was  sealed  to  me  unless 
I  took  my  attention  away  from  the  increase  of  new  business 
and  devoted  it  to  uprooting  abuses  in  isolated  'cases,  and 
thus  going  back  and  around  by  various  devices  to  the  prin- 
ciple which  I  have  advocated  for  many  years. 

Q.  What  was  the  executive  special  department?  A.  If  you 
will  allow  me  I  will  come  to  that.  In  that  attempt,  that  came 
on  later,  but  at  first  after  renewing  and  revising  the  contracts  of 
the  company  and  looking  about  to  find  out  where  I  could  de- 
velop the  business  of  the  company  without  more  friction 
than  was  wise  at  that  moment,  I  perceived  that  Europe  was 
open  to  me.  There  was  no  pre-empted  territory  there.  There 
was  no  man  with  a  contract  in  which  he  claimed  vested  rights 
either  of  territory  or  remuneration  or  anything  else.  The 
field  was  virgin,  and  yet  I  personally  had  no  knowledge  of 
the  conditions  of  the  insurance  business  in  the  countries  of 
the  old  world.  Before  taking  any  step  in  that  direction  I 
looked  at  it  in  every  aspect  that  I  could  with  very  great  doubt- 
fulness at  first,  almost  with  fear  and  trembling,  because  it 
was  an  entirely  new  field,  and  I  had  no  experience  in  that 
field  myself,  and  I  could  only  guess  at  what  the  possible  out- 
come might  be,  and  my  only  source  of  information  in  that 
respect  was  what  my  competitors  had  accomplished  in  their 
work,  what  they  paid  for  it  I  did  not  know,  how  they  got 
their  agents  I  did  not  know.  Under  those  circumstances  I 
sought  a  man  who  possessed  those  necessary  qualifications, 
and  whom  I  could  personally  rely  on,  and  the  company  could 
be  absolutely  sure  of.  I  took  my  own  son.  He  had  passed, 
before  being  fitted— or  a  part  of  the  time  when  he  was  fitting 
for  Harvard  College,  he  had  been  educated  for  about  three 
years  in  Italy  and  France  and  in  Belgium,  where  they  speak 
French  and  Dutch,  too.    He  was  practically  familiar  with  those 
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three  languages.  He  knew  to  a  very  considerable  degree  the 
social  customs  to  the  extent  that  any  young  man  may  observe 
them.  He  spoke,  as  I  say,  three  languages,  and  he  knew 
something,  a  working  knowledge,  perhaps,  of  a  fourth,  Ger- 
man. I  knew  he  was  perfectly  acquainted  with  the  business 
of  the  company  because  he  had  served  five  years  in  the  office 
of  Charles  H.  Raymond  in  this  city,  the  largest  general  agency 
that  the  company  had.  He  was  perfectly  familiar  with  the 
methods,  system  and  practice  of  the  management  of  the  Mu- 
tual Life  Insurance  Company  in  its  agency  department.  He 
did  not  need  to  be  taught  anything.  He  was  competent  to 
go  right  there,  and  more  competent  than  I  was,  because  he 
spoke  languages  which  I  did  not  speak.  I  knew  that  he  was 
perfectly  faithful  to  the  New  York  Life  and  I  knew  that  he 
was  true  to  me,  and  I  don't  know  any  other  man's  son  in  this 
city  or  anywhere  else  who  filled  the  requirements  so  com- 
pletely as  the  man  that  I  appointed  then  to  establish  agencies 
abroad.  That  is  why  I  went  abroad.  Now,  you  may  think 
this  is  rather  prolix,  but  it  is  introductory  to  the  introduction 
of  the  executive  specials.  That  was  a  system  I  believe  in 
vogue  more  or  less  with  some  of  the  other  companies  where 
the  territory  was  districted  out  to  general  agents,  some  of 
them  claimed  prescriptive  rights.  They  claimed  exclusively 
territorial  jurisdiction,  and  I  think  the  principle,  the  prac- 
tice if  not  the  principle,  was  recognized  in  some  of  the  other 
companies,  that  they  needed  a  stirring  up  by  a  sort  of  cohort 
or  brigade  of  flying  artillery,  men  who  were  skilled  to  present 
the  advantages  of  certain  classes  of  policies  made  specially 
for  them  to  men  of  wealth  and  prominence  in  the  different 
localities,  who  should  not  interfere  with  the  ordinary  clients 
which  the  agents  around  in  the  country  and  the  town  of  his 
residence  would  expect  to  gain.  But  we  set  to  work  to  find 
out  who  in  the  different  towns,  all  over  the  United  States, 
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where  was  the  president  of  the  National  Bank  in  a  certain 
town  who  takes  $100,000  and  had  not  yet  been  insured  in 
the  company?  Where  was  such  another  man?  or  principal, 
or  what  not,  who  wanted  to  carry  $100,000,  $75,000  or  $50,000, 
whose  business  justified  it,  and  who  had  not  got  a  policy  in 
the  company,  and  if  he  had  not  got  a  policy  in  the  company, 
why  hadn't  he  got  a  policy  in  the  company,  why  had  not  the 
local  agent'  living  there  all  his  life,  or  two  or  four  or  six  or 
twenty  years,  as  the  case  might  be,  had  not  got  that  man  ? 
It  was  evident  that  if  he  had  not  got  him  up  to  that  time  he 
never  would  do  it,  and  we  were  doing  him  no  injury  to  send 
a  special  executive  down  there  to  get  that  risk,  that  he  had 
never  got.  That  was  one  of  "the  methods  that  was  in  use  at 
that  time  by  the  Mutual  Life  and  by  the  other  companies  to 
increase  its  business,  and  with  the  purpose  of  organizing  its 
permanent  agency  business  and  infusing  new  life  into  it,  and 
stimulating  the  agents,  many  of  whom  were,  as  I  say,  most  of 
them,  faithful  and  devoted  to  the  service  of  the  company,  but 
yet  for  a  variety  of  reasons  might  have  become  inefficient 
or  indifferent  or  unproductive  to  a  degree,  and  stimulate  the 
entire  business  of  the  compdny  with  a  kindly  spirit  to  the 
general  agents  and  local  agents  in  a  way  which  practically 
would  not  interfere  with  them,  and  yet  would  stimulate  them 
to  renewed  efforts,  so  that  the  business  of  the  company 
might  be  largely  enhanced.  That  was  the  reason  of  establish- 
ing the  special  agency  department,  precisely  as  I  have  said,  to 
give  you  the  reason  of  going  abroad,  to  try  and  do  business  in 
other  countries.  And  that  was  a  method  that  was  adopted 
in  addition  to  a  variety  of  other  proceedings  taken  by  me, 
many  of  them  attempted,  many  of  them  abandoned,  some  of 
them  experimented  with  and  found  not  to  be  adapted  to 
produce  the  results  I  wanted,  and  dropped.  So  we  started  a 
special   executive   agency   department. 
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Q.  I  will  come  later  to  the  question  of  the  foreign  business. 
I  understand  what  you  mean  by  executive  specials  to  be 
agents  sent  out  specially  by  the  executive  to  get  big  busi- 
ness?    A.  Yes. 

Q.  Now,  it  was  Mr.  Bowles'  charge  that  a  good  deal  of 
that  business  was  given  away,  was  it  not?     A.  I  don't  know. 

Q.  Well,  you  knew  at  the  time,  does  not  that  recall  it  to 
your  memory?  A.  No,  I  do  not  recall  anything  about  his — I 
disposed  of  it  once  for  all.  I  did  not  bother  my  head  about 
things  that  somebody  else  in  whom  I  have  entire  confidence 
has  undertaken  the  charge  of  and  whom  I  know  to  be  com- 
petent and  in  the  line  of  their  duty. 

Q.  Have  you  no  recollection  of  the  fact  that  Mr.  Bowles 
submitted  to  the  Board  of  Trustees  and  to  you  a  statement 
of  the  ratio  of  lapses  upon  the  company's  policies,  and  claimed 
that  that  statement  demonstrated  the  fact  that  a  large  part  of 
the  company's  business  had  been  given  away?  A.  It  would 
not  have  made  any  difference  if  he  did.  I  should  have 
assumed  that  it  was  a  lie. 

Q.  Well,  did  you  assume  it  was  a  lie  without  investigating 
it?     A.  I  presume  that  the  bulk  of  that  stuff  was  a  lie,  yes. 

Q.  Did  you  investigate  the  charge?     A.  Certainly  not. 

Q.  Did  any  of  the  trustees  ask  you  to  investigate  the  charge  ? 
A.  Not  one  of-  them. 

Q.  Did  you  make  any  examination  to  ascertain  whether 
any  of  the  executive  spedals  had  been  guilty  of  rebating? 
A.  Not  if  it  was  based  upon  any  allegations  contained  in  that 
statement,  no. 

Q.  Based  on  anything?  A.  Well,  now,  let  us  see.  It  may 
bring  up  another  subject,  and — yes,  I  may  say  in  a  general 
way  that  the  subject  of  rebating  was  one  that  has  given  very 
considerable  concern,  as  I  believe,  to  all  the  managers  of  the 
principal  Hfe  insurance  companies,  I  believe  it  goes  without 
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saying,  that  no  life  insurance  company  wants  to  give  away 
its  premiums.  I  do  not  suppose  that  you  or  anybody  else  would 
assume  for  one  moment  that  a  life  insurance  company  desires 
that  its  agents  shall  share  their  commissions  with  the  public, 
and  thereby  inevitably  increase  the  amount  of  commissions 
that  are  ultimately  paid  or  agreed  upon.  The  company  does 
not  want  to  do  anything  of  that  kind,  and  I  believe  that  all 
the  companies  discourage  rebating  just  as  much  as  they  can. 

Rebating  has  been  a  subject  of  frequent  consideration  and 
frequent  efforts  have  been  made  to  eliminate  it  as  a  practice 
in  the  administration,  I  think,  of  all  the  leading  companies,  and 
it  has  at  the  present  time  diminished — it  is  very  largely  dim- 
inished, but  it  has  not  been  entirely  diminished. 

Q.  Well,  did  you  investigate  this  in  connection  with  the 
question  of  the  executive  specials?  A.  No,  I  never  had  that 
particularly,  so  far  as  I  know,  brought  to  my  attention. 

Q.  Did  you  know  that  in  the  endeavor»to  write  large  risks 
of  some  of  these  important  men  that  you  have  mentioned  there 
was  a  temptation  that  an  allowance  would  be  made  against 
the  premium  ?  A.  I  was  aware  of  the  fact  that  there  is  a 
constant  attempt  made  by  people  who  are  solicitors  for  in- 
surance to  divide  his  commissions  with  the  intending  applicant 
or  the  applicant  who  is  solicited  for  his  application.  And  the 
agent  does  not  want  to  give  away  his  commission,  he  wants 
to  keep  it  for  himself,  but  the  public  insists  upon  it,  and  have 
insisted  upon  it,  and  in  a  certain  sense  the  agents  have  been 
robbed  of  the  just  reward  of  their  labor  by  being  compelled 
to  reluctantly  take  their  half  a  loaf  instead  of  the  whole  loaf 
of  bread  to  which  they  were  entitled.  Now,  there  has  been 
a  great  injury  to  all  the  agents  who  have  been  endeavoring 
to  solicit  life  insurance  and  earn  their  living  in  that  way,  that 
they  have   been   forced  to  divide   what  was  their  legitimate 
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earnings  with  the  pubhc  that  has  demanded  some  return  for 
itself. 

Q.  Has  it  ever  been  brought  to  your  attention  that  when  a 
general  agent  has  refused  to  permit  a  rebate  that  the  matter 
has  been  taken  over  his  head  to  the  officers  of  the  company? 
A.  What? 

Q.  Has  anything  of  that  sort  ever  come  to  your  attention? 
A.  Just  let  me  have  that  again. 

Q.  That  where  a  general  agent  has  resisted  the  temptation 
to  allow  a  rebate,  the  matter  has  been  taken  over  his  head 
to  the  officers  of  the  company  at  the  home  office.  Has  any- 
thing of  that  sort  ever  occurred?  A.  Why,  it  is  not  the 
general  agency  that  the  rebate  is  demanded  of,  it  is  the  solicit- 
ing agent,  it  is  the  man — unless  either  you  or  I — I  don't  un- 
derstand you  or  you  don't  understand  me. 

Q.  I  understand  the  general  agent  is  in  charge,  and  yet  in 
important  risks  he^  might  be  personally  cognizant  of  the  fact 
and  be  might  personally  have  something  to  do  with  the  writ- 
ing of  the  insurance.  I  want  to  know  whether  it  has  ever 
occurred,  so  far  as  you  know,  that  a  matter  has  been  taken 
out  of  the  general  agent's  hands  and  a  policy  arranged  for 
directly  from  the  home  office  of  the  company?     A.  No. 

Q.  Nothing  of  that  sort  has  occurred  ?    A.  No. 

Q.  When  Mr.  Bowles  made  the  charge  that  these  executive 
specials  were  not  getting  loo  cents  on  the  dollar  in  selling  in- 
surance as  they  put  it  popularly,  did  you  think  that  was  a  ground 
for  removing  him?     A.  For  removing  Mr.  Bowles. 

Q.  Yes.  A.  I  don't  think  that  he  put  anything  of  that  kind  in 
this  paper — I  don't  think  I  read  far  enough.  I  know  he  was  defy- 
ing the  order  of  the  president  of  the  company,  and  I  had  authority, 
if  I  did  not  possess  it  inherently,  I  had  it  by  specific  authority 
from  the  by-laws  to  dismiss  any  general  agent,  and  I  removed 
him  on  the  spot. 
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Q.  What  authority  of  yours  had  he  defied?  A.  He  defied  my 
authority  as  president  of  the  company. 

Q.  In  what  respect?  A.  That  letter  itself  was  enough  to 
cause  the  removal  of  any  general  agent,  and  no  president  of  any 
company  who  had  such  an  insurrectionary  document  as  that,  con- 
taining all  sorts  of  charges  against  himself  and  the  managers, 
whether  true  or  false,  could  maintain  his  position  in  self  respect 
for  one  moment  if  he  did  not  dismiss  him. 

Q.  You  do  not  mean  to  say  that  if  a  general  agent  brings  to 
you  his  belief  that  there  are  abuses  in  the  management  of  the 
company  which  should  be  corrected  and  requested  you  to  rectify 
them,  that  you  would  treat  that  as  a  ground  for  dismissal?  A.  I 
deny  his  belief. 

Q.  You  do  not  mean  you  would  dismiss  him  for  such  a  thing 
as  that?  I  mean  to  say  when  Bowles  did  that  I  dismissed  him 
and  he  ought  to  have  been  dismissed  long  before.  It  would  have 
saved  me  trouble  if  I  had  dismissed  him  long  before. 

Q.  Were  you  aware  that  he  had  gone  to  considerable  pains 
to  establish  his  allegations  by  presenting  a  series  "of  tables  com- 
piled from  your  records?    A.  Why,  I  don't  know. 

Q.  You  did  not  pay  any  attention  to  that?  A.  He  had  a  lot 
of  figures  there — why,  I  think  I  did.  I  am  trying  to  recollect 
if  you  will  give  me  a  moment.  Why,  yes,  that  was  the  part  I 
think — I  realized  it  later,  I  don't  think  I  did  at  first — I  think  that 
was  a  part  of  their  scheme  to  make  trouble  from  the  beginning. 
And  he  came  to  New  York  and  professed  to  have  a  lot  of  facts 
that  he  had  dug  up,  from  the  report  to  the  company,  and  he  said 
or  assumed  that  I  did  not  know,  and  he  wanted  to  inform  me 
about  them.  So  I  think  I  said  to  him :  "Why  go  ahead  and  put 
them  in  shape  and  let  me  see  what  they  are.  I  will  be  glad  to 
know  it."  At  that  time  he  was  general  agent  of  the 
company,  although  he  was  beginning  to  show  signs  of  a  desire 
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to  make  trouble,  but  the  time  had  not  come  yet,  and  I  did  say  to 
him,  yes,  put  your  things  together  and  let  me  see  what  they  are. 

Q.  And  when  he  did  put  them  together  and  submitted  them  to 
you,  you  discharged  him  the  next  day?    A.  Oh  no,  not  at  all. 

Q.  What?    A.  Not  at  all,  not  at  all. 

Q.  How  long  did  you  have  this  paper  before  you  told  him 
he  was  dismissed?     A.  i  think  some  months. 

Q.  What?     A.  Some  months. 

Q.  You  are  now  thinking,  I  guess,  of  your  original  interview, 
and  perhaps  it  would  refresh  your  recollection  if  it  were  suggested 
that  after  the  interview  in  which  he  asked  for  an  opportunity 
to  present  the  matters  and  you  said  that  you  would  be  glad  to 
receive  them,  a  considerable  period  elapsed,  and  finally  I  think  he 
sent  it  to  you  and  then  you  discharged  him  at  once,  did  you  not? 
A.  No,  I  think  not.  No,  I  think  not.  It  was  not  in  consequence 
of  his  complying  with  what  I  asked  him,  to  go  and  produce  somej 
figures.  \ 

Q.  No,  but  because  of  his  production  of  this  statement?  A. 
Well,  the  fact  is,  Mr.  Hughes,  this  is  one  of  a  g'reat  many  trans- 
actions that  take  place  in  a  company  like  the  Mutual  Life,  and  the 
exact  sequence  of  events  I  do  not  know.  The  fact  is  that,  as  a 
kind  of  resort  to  keep  him  quiet,  I  may  have  told  him,  "Oh,  get 
your  fig'ures  in  writing  and  I  will  see  what  they  are."  And  then 
they  came  along,  and  I  think,  as  my  recollection  is,  as  I  always  go, 
I  was  not  going  to  act  to  investigate  all  those  facts  and  figures 
at  all ;  I  could  not  do  it. 

Q.  You  did  not  read  it  at  all?  A.  Oh,  yes,  that  first  one, 
and  I  turned  it  over  to  the  actuary,  I  guess. 

Q.  Did  you  read  this  statement  we  have  been  talking  about? 
A.  I  did  not  read  that  big  thing. 

Q.  Well,  this  is  the  big'  thing  he  submitted.  A.  No,  I  think 
there  was  a  paper  before  that.    As  I  recollect,  he  got  up  some- 
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thing — I  never  asked  him  to  get  it  up — if  I  had  asked  him  to  do  a 
thing  of  that  kind  I  would  have  been  crazy. 

Q.  Well,  whatever  was  done  about  it,  when  he  was  discharged 
it  was  followed  by  a  policyholders'  movement,  was  it  not  ?  A.  No. 

Q.  What  did  happen?    A.  By  Bowles'  movement. 

Q.  Well,  by  Bowles  movement  among  the  policyholders?  A. 
Yes. 

Q.To  which  the  policyholders  to  some  extent  responded?  A.  I 
don't  know  about  that. 

Q.  Well,  you  got  a  number  of  letters,  didn't  you  ?  A.  I  doubt 
it,  I  doubt  it.     I  guess  we  got  some. 

Q.  Well,  there  has  been  no  other  movement  of  this  sort  in 
many  years,  has  there  ?    A.  No. 

Q.  This  is  the  only  one?     A.  Yes. 

Q.  And  you  know  a  good  many  policyholders  got  together  and 
had  a  secretary  and  had  a  number  of  meetings?  A.  No,  I  don't 
know  anything  about  it. 

Q.  You  don't  know  anything  about  it?  A.  No.  Mr.  Bowles 
got  a  man,  a  lawyer,  a  very  reputable  man,  Mr.  Usher,  I  think, 
and  he  had  a  perfect  right  to  become  counsel  for  Mr.  Bowles  in 
any  proceeding  of  what  he  deemed  to  be  of  a  legitimate  nature, 
but  I  think  they  undertook  to  get  up  a  policyholders  movement, 
but  I  do  not  think  they  did  to  any  great  extent. 

Q.  Well,  to  some  extent?     (No  reply.) 

Q.  (Handing  paper.)  Do  you  recognize  that  collection,  for 
example,  of  policyholders'  letters?  A.  I  don't  know  anything 
about  this  thing. 

Q.  Ever  see  it  before?  A.  It  is  not  attested  by  anybody 
and  not  verified  by  anybody.  It  professes  to  be  a  compound 
lithograph  and  printed  thing.  I  do  not  know  anything  about 
it. 

Q.  Do  you  recognize  that  (handing  paper)  ?  A.  I  do  not 
know  anything  about  it. 
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Q.  Now,  does  it  bring  to  your  recollection  at  all  that  there 
was  some  movement  among  the  policyholders?  A.  Not  any 
movement  that  Bowles  did  not  start. 

Q.  Well,  why  did  yoii  settle  the  suit?     A.  Settle  the  suit? 

Q.  Yes.  A.  Well,  I  do  not  want  to  be  disrespectful  to  the 
Committee,  but  I  think  a  farmer  is  justified  in  buying  a  rifle 
to  shoot  a  skunk  instead  of  engaging  him  at  close  quarters. 

Q.  Well,  there  were  some  disagreeable  consequences  antici- 
pated, I  take  it  from  your  metaphor?  A.  There  would  have 
been  some  disagreeable  consequences,  it  was  better  to  reach 
him  at  long  distance  by  rifle  bullets 

Q.  So  it  was  only  to  get  rid  of  his  troublesome  agitation? 
A.  Well,  to  get  rid  of  him,  not  so  much  troublesome  agitation, 
but  to  get  rid  of  the  man. 

Q.  Well,  I  suppose  the  man  and  the  agitation  were  largely 
identified,  were  they  not?  A.  Why,  the  agitation,  so  far  as 
it  went  at  all,  was  due  to  the  man  himself.  That  was  all  there 
was  to  that. 

Q.  Before  leaving  this  matter  of  the  vouchers  that  we 
were  talking  about  a  while  ago,  Mr.  Fleming  called  my  atten- 
tion to  this  voucher,  recommended  for  payment  by  Mr.  Fields, 
one  of  January  7,  1904,  $I,I7S>  signed  by  James  O.  Lawrence, 
do  you  know  who  he  is  ?  A.  No,  I  don't  know  him  at  all.  You 
spoke  of  Mr.  Fleming.  Would  you  mind  pointing  out  who 
Mr.  Fleming  is? 

Q.  He  is  my  assistant  counsel.  A.  I  know  he  is,  but  I  have 
not  had  the  pleasure  of  meeting  him. 

Q.  Do  you  know  Louis  F.  Murray?    A.  No. 

Q.  There  seems  to  have  been  a  payment  of  $350  in  January, 
1904,  recommended  by  Mr.  Fields  ?    A.  No,  I  don't  know  him. 

Q.  There  is  another  matter  that  is  pertinent  to  the  subject 
we  were  discussing  early  in  the  morning.     Do  you  recall  a 
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time  when  the  Mutual  Life  took  very  decided  action  in  oppo- 
sition to  Tontine  policies?     A.  Yes. 

O.  Were  you  an  officer  of  the  Mutual  Life  at  the  time  ?  A. 
Yes. 

Q.  Did  you  approve  of  that  action  ?  A.  No,  in  a  qualified  sense, 
so  far  as  I  understood  the  principle  of  the  tontines  then,  there 
were  objectionable  features  to  it  that  were  not  inherent  in  the 
mere  system  of  deferring  dividends.  Have  you  anything  in 
your  hand  which  will  refresh  my  memory? 

Q.  I  was  going  to  call  your  attention  to  this,  which  I  have 
received  as  a  facsimilie  of  a  circular  issued  by  a  Mutual  Life 
Insurance  Company,  through  Byron  Sherman,  agent  in  St. 
Louis.     A.  In  what  year? 

Q.  It  does  not  give  the  date,  but  F.  S.  Winston  was  presi- 
dent, so  it  must  have  been,  I  take  it,  before  1885.     A.  Yes. 

Q.  And  it  bears  this,  which  purports  to  be  a  facsimilie 
of  the  original  statement :  "The  Mutual  Life  Insurance  Com- 
pany of  New  York  issues  all  kinds  of  legitimate  life  and  en- 
dowment policies  and  the  premium  rates  are  lower  than  those 
of  any  mutual  company  in  the  world,  but  it  does  not  issue 
tontine  policies,  nor  encourage  any  one  to  engage  in  the  ton- 
tine game.  The  principle  of  the  game  is  to  rob  the  unfor- 
tunate by  canceling  their  policies  without  consideration  when 
it  is  found  impossible  to  raise  the  money  for  premiums. 

"And  the  object  of  the  game  is  alleged  to  be  the  opportunity 
for  companies  which  pay  very  small  dividends  to  conceal  the 
fact  for  a  term  of  years  called  a  'tontine  period.'  We  advise 
every  man  to  be  aware  of  any  company  which  engages  in 
the   tontine   game."     A.  Yes. 

Q.  Was  that  ever  put  out  by  the  Mutual  Life  Insurance 
Company  in  the  first  place?  A.  I  don't  believe  it  ever  was, 
because  it  is  not  the  style  of  composition  that  either  I  or  my 
predecessor  have  been  in  the  habit  of  using. 
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Q.  Was  that  official  attitude,  leaving  out  the  unfortunate 
rhetoric  of  the  statement,  and  taking  simply  the  substance 
of  it,  was  that  the  attitude  of  the  Mutual  Life  at  that  time? 
A.  I  do  not  think  it  was. 

Q.  What  was  your  attitude  when  you  were  vice-president 
as  to  deferred  dividend  policies?  A.  My  attitude  was  to 
obey  the  orders  of  my  superior  officer.  I  told  you  the  other 
day  that  in  his  prime  my  predecessor  was,  I  think,  generally 
admitted  to  be  the  ablest  man  in  the  business,  but  that  he 
could  not  help  growing  old,  and  as  he  grew  old  he  was  per- 
haps a  little  more  incapable  of  duly  considering  or  adopting — 
I  will  put  it  rather — of  adopting  new  ideas  and  practices. 
He  was  opposed  to  the  tontine  business,  which  was  an  en- 
tirely dififerent  thing,  as  it  was  originally  presented,  from  the 
modern   deferred   dividend  policy. 

Q.  Yes,  you  refer  now  to  the  forfeiture  feature  ?  A.  The  early 
forfeiture  feature  and  classification  of  lists. 

Q.  What  did  you  mean  when  you  said  a  moment  ago  "in  a 
qualified  sense"  you  were  opposed  to  it?  A.  What  was  the  ques- 
tion? 

O.  When  I  asked  you  as  to  your  attitude  toward  tontine  poli- 
cies years  ago  ?    A.  My  individual  attitude  ? 

Q.  You  said  something  about  in  a  qualified  sense.  A.  I  have 
forgotten  what  the  question  was. 

Q.  The  question  was  whether  you  are  opposed  to  tontine  poli- 
cies.   A.  Why,  I  or  the  Mutual  Life  ? 

Q.  You.  A.  I  was  a  subordinate  officer  and  I  wore  a  lieu- 
tenant's uniform  and  epaulettes,  and  I  carried  out  the  orders  of 
my  own  superior  officer. 

Q.  What  was  your  own  judgment?  A.  My  superior  officer 
opposed 

Q.  What  was  your  own  judgment?  A.  My  idea  was  that  if 
the  Mutual  Life  had  adopted  the  policy  at  the  time  The  IsTew 
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York  Life  and  the  Equitable  did  it  would  have  left  them  so  far 
behind  that  they  would  only  have  been  a  speck  of  smoke  on  the 
horizon.  That  was  my  judgment  at  the  time,  but  my  loyalty  to 
my  superior  officer  prevented  me  from  urging  it  to  him.  His 
mind  was  set  on  it,  and  he  did  not  like  it. 

Q.  You  have  not  changed  your  opinion  in  regard  to  that  ?  A.  I 
have  not.  I  may  have  signed  official  documents,  as  I  would,  sup- 
porting the  policy  of  loyalt}'  to  my  superior  officer,  as  long  as  he 
was  in  charge. 

Q.  Does  that  loyalty  to  superior  officers,  and  absolute  recog- 
nition of  their  right  to  control  the  policy  of  the  company,  still 
obtain  in  the  Mutual  Life?    A.  I  think  it  does. 

Q.  You  were  mentioning  a  little  while  ago  the  considerations 
which  led  you  to  start  a  foreign  business?    A.  Yes. 

Q.  And  the  circumstances  which  led  you  to  put  your  son  in 
charge  of  the  foreign  business  ?    A.  Yes. 

Q.  What  led  you  to  give  him  a  commission  of  five  per  cent? 
A.  At  that  time  any  form  of  commission  was  experimental  and 
tentative.  We  did  not  know  what  any  of  the  other  companies, 
that  is,  the  New  York  Life  and  the  Equitable,  were  paying  their 
agents  abroad.  We  did  not  know  what  was  necessary  to  get  the 
business  over  there,  and  what  it  was  necessary  to  pay  sub-agents 
or  anything  of  the  kind.  Five  per  cent  commission  on  collections, 
I  guess,  was  one  of  the  residuums  of  my  experience  as  a  little 
collecting  lawyer  in  early  days.  I  think  that  was  about  the 
amount  then. 

Q.  It  does  not  extend  to  large  amounts,  does  it?  A.  There 
were  no  large  amounts  then. 

Q.  Then  it  was  a  dangerous  subject  to  generalize  from?  A. 
Well,  it  was  found  five  per  cent  did  apply  to  large  amounts  it 
was  cut  down,  but  that  is  more  pleasantry  than  anything  else. 
To  come  down  to  the  facts,  it  was  experimental.  Nobody  in  the 
Mutual  Life  knew  what  to  charge,  what  the  business  was  likely 
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to  be  or  likely  to  cost,  and  we  fixed  it — somebody  did — I  did  not — 
I  do  not  hesitate  to  say  that  I  had  a  natural  feeling  of  delicacy 
about  it  and  I  preferred  my  associates  should  legislate  on  a  ques- 
tion of  that  kind  and  not  myself. 

Q.  Who  did  fix  it?  A.  To  the  best  of  my  recollection,  when  I 
determined,  or  when  the  Board  determined — I  should  say,  I  don't 
like  to  fall  into  the  habit  of  using  the  pronoun  in  the  first  person 
too  much — but  when  the  Board,  in  the  project  of  establishing 
business  abroad,  in  the  open  Board,  two  or  three  times,  deter- 
mined to  go  there  and  authorized  it,  I  think  I  appointed  a  com- 
mission to  consider  and  to  lay  down  the  conditions  upon  which 
the  business  should  be  established,  and  the  general  agency 
operated.  That  consisted,  to  the  best  of  my  recollection  now,  of 
Mr.  Robert  Sewell,  who  was  one  of  the  counsel  of  the  company, 
and  a  member  of  the  agency  or  Insurance  Committee,  I  have  for- 
gotten which,  I  think  the  Agency  Committee,  I  think  it  consisted 
of  the  auditor,  Mr.  Waterhouse,  he  was,  he  is  not  living'  any 
longer  now,  and  he  had  had  very  considerable  experience  in 
various  branches  of  the  company,  and  somebody  else,  that  I  can- 
not name  just  at  present. 

Q.  Mr.  Sewell  was  Mr.  Pierce's  partner  ?  A.  Yes,  he  had  been 
in  early  days. 

Q.  And  counsel  to  the  company.  Who  was  Mr.  Waterhouse? 
A.  He  was  the  auditor  of  the  company.  He  had  been  successively 
as  bookkeeper  and  secretary,  I  think,  and,  well — he  had  grown  up 
from  his  school  days.  His  father  was  the  first  clerk  that  the 
Mutual  Life  Insurance  Company  ever  had  employed  and  he  grew 
up  as  a  little  boy  in  the  company. 

Q.  You  do  not  mean  to  say  that  you  left  to  the  auditor, 
and  to  a  lawyer  who  was  maintained  as  counsel  to  your  com- 
pany, the  fixing  of  your  son's  compensation?  A.  As  a  tem- 
porary and  experimental  thing,  why  not  ?  Who  could  I 
find? 
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Q.  Well,  did  you,  whether  it  was  a  good  thing  or  not,  that 
is  the  fact  ?  A.  It  was  the  fact  that  I  did  leave  it  to  them,  and 
I  don't  know  of  anybody  else  at  the  time  to  look  into  it  or 
attend  to  it. 

Q.  Did  it  occur  to  you  that  this  business  might  be  suc- 
cessful? A.  If  I  had  not  thought  so  I  would  not  have  gone 
into  it. 

Q.  Did  it  occur  to  you  that  you  should  fix  a  limit  over 
which  the  compensation  should  not  go,  that  he  should  have 
five  per  cent,  up  to  twenty-five  thousand  dollars  a  year,  that 
would  be  a  pretty  good  compensation?  A.  You  don't  know 
what  you  are  talking  about,  Mr.  Hughes. 

Q.  Well,  what  was  the  period?  A.  When  was  the  foreign 
business  started? 

MR.  BECK:     1886. 

THE  WITNESS:  1886,  that  would  have  been  about  nine- 
teen years  ago. 

Q.  Your  son  had  been  out  of  college  about  five  years  ?  A.  I 
think  six  years. 

Q.  Did  it  occur  to  you  that  if  this  business  was  successful 
that  those  commissions  would  run  into  very  high  figures  ?  A. 
It  would  not  be  improper — improbable. 

Q.  Thinking  of  that,  why  did  you  not  fix  a  maximum  sum 
beyond  which  the  compensation  should  not  go,  at  a  dial  mark 
which  you  thought  under  all  the  circumstnces  was  sufficient? 
A.  Because  I  am  neither  omniscient  nor  infallible,  I  do  not 
claim  either  quality. 

Q.  You  think  it  would  have  been  a  good  thing  to  do,  had 
you  thought  of  it?  A.  I  stop  my  answer  right  there.  I  did 
my  best  under  the  circumstances,  as  I  always  tried  to  do. 
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Q.  Did  you  contemplate  at  the  time  that  your  son  took 
charge  of  the  foreign  business  that  it  would  be  as  lucrative 
as  it  proved  to  be?  A.  I  did  not  know  anything  about  it  at 
that  time.  It  was  pure  experiment  and  pure  hazard.  Nobody 
could  know. 

Q.  Why  did  not  you  give  him  a  salary  justified  by  his  ex- 
perience, and  take  the  risk  of  it  as  a  company,  and  also  take 
the  risk  of  making  a  great  deal  for  the  company?  A.  I  have 
no  doubt,  that  if  you  had  been  president  of  the  company  at 
that  time,  you  would  have  done  a  good  many  things  that  I 
would  never  have  dared  to  do. 

Q.  You  had  the  compensation  of  your  son  entirely  in  your 
own  control,  did  you  not?  A.  You  can  ask  me  a  lot  of  ques- 
tions about  that  thing  until  the  shades  of  night  fall.  All  I 
can  say  is  that  I  did  the  best  that  I  knew,  that  my  experience 
and  my  conscience  indicated  I  ought  to  do,  and  I  believe  that 
it  was  right  and  just  under  the  circumstances  now. 

O.  And  you  have  no  further  explanation  to  make?  A.  And 
I  have  no  further  explanation  to  make  of  things  that  occurred 
eighteen  years  ago. 

THE  CHAIRMAN:  The  meeting  to-morrow  will  take 
place  in  the  Aldermanic  Chamber  at  10*30  A.  M.  All  wit- 
nesses who  have  been  subpoenaed  for  to-day  are  requested  to 
be  present  at  10.30  o'clock  to-morrow  morning. 

(Adjourned  to  October  i8th,  1905,  10.30  A.  M.) 
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